











R.J. REYNOLDS 






R.J. Reynolds Industries, Inc. is a , 
mier, worldwide consumer goods 
company, marketing products and : • 
vices in virtually every country in the 
world. Nearly half of RJR’s 117,000 
employees work outside the United 
States. Following are brief descriptions 
of RJR’s subsidiary companies. 
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R.J. Reynolds Tobacco Company 

Winston-Salem, North Carolina 

Reynolds Tobacco is the nation’s la 
est manufacturer of cigarettes sold 
in the United States. Reynolds Tobacco 
manufactures more than 20 brands 
in four major tobacco product classif - 
cations: cigarettes, smoking tobacco 
chewing tobacco and lithe cigars. 

R.J. Reynolds Tobacco 
International, Inc. 

Winston-Salem, North Carolina 

Tobacco International directs RJR’s 
tobacco operations outside the United 
States, The company manufactures 
brands in 10 foreign countries, has 
licensed manufacturing agreements in 
20 others and exports products from 
Winston-Salem. 

Dei Monte Corporation 

San Francisco, California 

Del Monte Corporation, a diversified, 
international foods company, is the 
largest canner of fruits and vegetables 
m the United States. The Del Monte 
brand — a staple item on grocery and 
cupboard shelves for more than 60 
years — enjoys an unequaled reputa¬ 
tion for quality and value among 
consumers worldwide. 

Heublein Spirits & Wine Company 

Farmington, Connecticut 

Heublein, an international marketer of 
quality cholic beverage brands, is 
the second largest producer of distilled 
spirits and wines in the United States. 
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R.J. REYNOLDS TOBACCO CO. 
Cigarettes 

Camel More 

Winston NOW 

Salem Bright 

Vantage Doral II 

Cigars 

Winchester Little Cigars 

Chewing Tobaccos 

Days Work R j. Gold 

Work Horse Cup 

Apple Sun Cured Brown’s Mule 

Reynolds Natural Leaf Top 
Reynolds’ Sun Cured 


Smoking Tobaccos 

Prince Albert Madeira Gold 

Carter Hall Apple 

Royal Comfort Our Advertiser 

George Washington Top 



R& REYNOLDS TOBACCO 
INTERNATIONAL, INC. 
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Duty-Free 

Winston International 
Winston NOW 

Camel , Salem 

More Vantage 

DEL MONTE CORP. 


Del Monte Canned Vegetables 
Del Monte Tomato Products 
Del Monte No Salt Added Vegetables 
Del Monte Canned Fruits 
Del Monte Lite Fruits 
Del Monte Dried Fruits 
Del Monte Fresh Fruit 
Del Monte Juices, Juice Drinks 
and Nectars 

Del Monte Mexican Foods 
Del Monte Pickles and . 

Pickle Products 
Del Monte Seafood 
Del Monte Single Serving Fruit 
and Pudding Cups 
A.1. Steak Sauce 


Chun King Oriental Canned and 

Frozen Products 
Escoffier Sauces 
Grey Poupon Dijon Mustard 
Hawaiian Punch 
Morton Frozen Foods 
Ortega Mexican Foods 
Patio Mexican Frozen Foods 
Regina Wine Vinegars and 
Cooking Wines . 

Snap-E-Tom Tomato and 
Chile Cocktail 
Milk Mate Chocolate Syrup 
1 My*T*Fine Puddings and 
Pie Fillings 
Vermont Maid Syrup 
Brer Rabbit Molasses and Syrups 
College Inn Broths and Heat & 
Serve Entrees 
Davis Baking Powder 

HEUBLEIN SPIRITS & WINE CO. 
Spirits 

Smirnoff Vodkas 
Black Velvet Canadian Whisky 
Black & White Scotch 
Arrow Cordials and 
Flavored Brandies 
Heublein Cocktails 
The Club Cocktails 
Jose Cuervo Tequilas 
Don Q Rum 
Irish Mist Liqueur 
Milshire Gin 
Popov Vodka 
Relska Vodka 
McMaster’s Scotch and 
Canadian Whiskies 
Matador Tequila 
Malcolm Hereford’s Cows 
Yukon Jack Canadian Liqueur 
Boggs Cranberry Liqueur 
American Creme 
Rhum St. James 
Brandy Viejo Vergel 
Steel Peppermint Schnapps 

California Wines 

Beaulieu Vineyard Wines . 

, Inglenook Vineyards Wines 
Colony Classic Generic and Va ! 

Wines, and Table Wines 
Petri Wines and Brandy 
Annie Green Springs 
Refreshment Wines 
T.J. Swann Refreshment Wines 
H.M.S. Frost 
Esprit 

G&D Wines and Vermouth 
Lejon Champagne, Vermouth 
and Brandy 

Jacques Bonet Champagne 
and Brandy 




Imported Wine® 

Lancers 

Harveys Bristol Cream *er' 
Sherries and Ports 
Bouchard Pere & Fils, Bur ■■■u 1 
Egri Bikaver Hungarian Win 
Tokaji Aszu Hungarian 
Dessert Wine. 

Kiku Masamune Sake 
Valbon French Table Wines 
Chateau Olivier Bordeaux 
Ladoucette Loire' 

Oliver de France 

Duval Vermouth ar 

Conde de Caralt Sparkling Wine 

Vinya Rose 

KENTUCKY FRIED CHICKEt 
Convenience Foods 

Kentucky Fried Chicken 

H. Salt Seafood 

Zantigo Mexican Restaurants 

AMINOIL USA, INC. 

Aminoil's primary focus is on do e 
tic petroleum exploration and pr 
duction, both onshore and o* ■ ■ e.. 
Aminoil also is active in natural gas 
processing; crude oil, natural ga 
and petroleum products marketing 
geothermal steam development and 
supply; and selective foreign petro¬ 
leum exploration and production. 

SEA-LAND INDUSTRIES 
INVESTMENTS, INC. 

:a Land’s containerized sr 
.■Derates a fleet of mo 
ships and more than 80,000 contain¬ 
ers in U S. and foreign commerce. 

he company provides container-- 
1 ec ocean and overland-tra 5 
tion services along its two primar 
inehaul services — transpacific 
routes between the U.S. West CoasL 
a pan and other Asia 
tries, and its transatlantic rot .or 
oetween the U.S. East and G . 
Coasts and northern Europe nd 
the Mediterranean. 

R.J. REYNOLDS 
DEVELOPMENT CORP. 

Development Corporation, tfi c 
its various business units, produces 
flexible packaging materia .a 
tons, specialty foil and she 
num products, and protective film 
wrap; manages foodserv 
for businesses and 
provides contract maintenance, 
engineering and secuuty systems 
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CHAIRMAN S LETTER 


T o my fellow shareholders: . 

Our company performed quite well 
in 1982 despite a difficult economic 
environment. As in past years, we have 
sought to emphasize strong current 
performance while continuing to build 
the potential for increased share¬ 
holder return in the future. 

Performance and promise charac¬ 
terize our 1982 results. The com¬ 
pany's performance is amply reflected 
in record sales and earnings led by 
solid results in domestic tobacco and 
containerized shipping. Promise is 
reflected in the greatly enhanced sta¬ 
ture of our food and beverage business 
which we achieved with the acquisition 
of Heublein Inc. in October. 

Under a new organizational structure 
formed in December, the RJR Food 
and Beverage group now consists of 
three principal companies — Del Monte 
Corporation, Heublein Spirits & Wine 
Company and Kentucky Fried Chicken 
Corporation. With Heublein’s strength in 
spirits, wines, quick-service restau¬ 
rants and specialty grocery products 
added to a revitalized and stream¬ 
lined Del Monte, we see a bright future 
for our Food and Beverage group. 

We now have added leading posi¬ 
tions in many of the most profitable and 
growing segments of the food and 
beverage business to our leading posi¬ 
tion in domestic tobacco and a 
growing presence in international 
tobacco. To a great extent, we now 
have realized the goal we set 
nearly a decade ago — to establish 
R.J. Reynolds Industries as a 
premier, worldwide consumer prod¬ 
ucts company. 


During 1982, sales grew 12 percent to 
$13.08 billion and net earnings rose 13 
percent to $870 million. Earnings from 
operations (EFO) were up 6 percent to 
$1.59 billion. Net earnings per common 
share increased 11 percent to $7.82. 

Our 1982 financial results were 
strengthened by the $180 million arbi¬ 
tration award paid to the company in 
the second quarter by the government 
of Kuwait after five years of negotiation 
and arbitration concerning the com¬ 
pany’s energy properties nationalized 
there in 1977. The cash award added 
86 cents per common share to our 
1982 earnings. 

A major portion of the award was 
used to accelerate investment spend¬ 
ing in support of key marketing and 
new business development opportuni¬ 
ties in our consumer products busi¬ 
nesses, and to offset restructuring 
costs at Del Monte. 

The Board of Directors in October 
raised the quarterly dividend paid 
on common stock from 70 cents to 
75 cents, for a new annual dividend 
rate of $3 per common share. This 
latest increase marks the 29th consec¬ 
utive year of dividend increases except 
for the federal government control year 
of 1971. R.J. Reynolds Industries has 
paid dividends every year since 1900. 

In 1982, R.J. Reynolds maintained its 
number one position in the domestic 
tobacco business. In the international 
tobacco business, R.J. Reynolds 
outperformed the industry in many of 
its primary and secondary markets 
despite difficult and unsettled 
market conditions. 

In the food and beverage business, 
we now have the size, product mix and 
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Chairman and Chief Executive Officer 













J. Tylee Wilson 

President 



Joseph F. Abely, Jr. 

Vice Chairman of the Board 


geographic reach to compete effec¬ 
tively in world markets. 

During 1982, Del Monte manage¬ 
ment made dramatic progress in 
implementing the changes that are 
necessary to restructure the com¬ 
pany’s organization, to change its stra¬ 
tegic direction and to rationalize its 
assets. This included selective divesti¬ 
tures of unprofitable or marginal 
operations as well as significant consol¬ 
idations in the areas of raw product 
supply, production operations, purchas¬ 
ing, distribution and marketing. We 
believe we now have in place the organi¬ 
zation and the resources to address 
future challenges more quickly and 
effectively. 

The problems faced by R.J. Reynolds’ 
energy business this year were com¬ 
mon to other industry participants as 
well. However, we fared far better than 
many others, due in part to the fact 
that we were not burdened by down¬ 
stream refining and retail operations, 
and due also to efficiencies achieved in 
the operation of our business. 

In the transportation business, we 


achieved record earnings primarily due 
to strategic changes implemented over 
the past five years. The record was 
established despite the effects of a 
worldwide recession. 

Although a relatively small compo¬ 
nent, our other businesses have made 


major strides in sales and earnings. 

Through these varied businesses, 
R.J. Reynolds Industries today 
provides goods or services to vir¬ 
tually every country in the world. 

Heublein fits quite well within R.J. 
Reynolds’ expanded business portfolio 
and contributes greatly to our stature 
as a leading, worldwide consumer 


goods company. Heublein’s products 
are market leaders and the com¬ 


pany has the size, management know¬ 
how, and growth potential to greatly 
enhance our current performance and 
future prospects. 


R.J. Reynolds’ philosophy in the 
consumer products business has 
been to acquire or develop busi¬ 
nesses with a dominant or leading 
position in their respective indus¬ 
tries. Currently, R.J. Reynolds ranks as 

• the nation’s leading manufacturer of 
cigarettes and other tobacco products; 

• the world’s fourth largest international 
tobacco company; 

• the nation’s largest processor of fruits 
and vegetables; 

• the nation’s second largest quick- 
service restaurant chain, and the larg¬ 
est in the chicken segment; 

• the nation’s second largest producer 
of spirits and wines; 

• the nation's second largest inde¬ 
pendent petroleum exploration and 
production company; and 

• the world’s largest containerized 
shipping company. 

The record results we achieved in 
1982, with Heublein factored in on 
an annualized basis, show that over the 
past decade 

• sales and revenues have grown 
nearly fivefold; 

• earnings from operations have more 
than tripled; 

• net earnings have quadrupled; 

• cash flow has grown by a factor of 
five; 

• international sales and revenues have 
increased more than six times; and 

• international EFO has increased 
fivefold. 

The past decade of growth was 
achieved during a most difficult eco¬ 
nomic period in which there were three 
serious recessions. This demon¬ 
strates the company’s ability to operate 
effectively in difficult and often hostile 
business climates. So as we face anoth¬ 
er uncertain year, we do so with 
confidence in our ability to produce 
continued growth and good 
performance. 


6 






Our commitment has been and will 
continue to be the further enhance¬ 
ment and growth of the businesses we 
have built. We will continue to rely on 
strong managements in each of our op¬ 
erating companies; sound strategic 
vision; the wise use of financial leverage; 
and the ability to generate internally 
most of the resources required for 
investment. 

During the year, there were a number 
of management changes. In October, 
Hicks B. Waldron, Heublein’s chairman, 
president and chief executive officer, 
and Stuart D. Watson, Heublein's recent¬ 
ly retired chairman, were elected to the 
Board of Directors. Waldron, who also 
was elected an executive vice president 
of R.J. Reynolds Industries, now heads 
the RJR Food and Beverage group. 

Several changes in executive re¬ 
sponsibilities resulted from the food and 
beverage reorganization. John A. Pow¬ 
ers was named president and chief 
executive officer of Heublein Spirits & 
Wine Company. Richard P. Mayer 
was promoted to chairman and chief 
executive officer of Kentucky Fried 
Chicken Corporation. Richard Ward con¬ 
tinues as chairman of Del Monte Cor¬ 
poration, and Robert A. Fox, Del Monte 
president, was given the additional 
responsibility of chief executive officer. 

In addition, a Food and Beverage 
group staff was established in Farming- 
ton, Conn., headed by Gwain Gillespie, 
senior vice president and chief adminis¬ 
trative officer. A high priority for the 
group’s new management team will be 
the further stabilization and strength¬ 
ening of Del Monte's current business. 

At its October meeting, the Board 
extended the service of two out¬ 
side directors, Herschel H. Cudd and 
Jerome W. Hull, to permit them to be 
nominated for re-election to the Board 
beyond the traditional retirement age 
of 70. My service as chairman and chief 


executive officer also was extended by 
the Board beyond the scheduled 
retirement date of April 1983. 

Last April, Charles F. Myers, Jr., a 
director since 1964, retired from 
the Board. The company values his 
long period of dedicated and distin¬ 
guished service. We were saddened by 
the death in November of our former 
Board member, Gordon Gray. This great 
American served three U.S. presidents 
with distinction. 

During the year, the Board elected 
two new corporate vice presidents, 
Marshall B. Bass and Paul J. Bott. Bass 
continues to have responsibility for 
corporate personnel development and 
to serve as secretary of the public 
policy committee of the company’s 
Board of Directors. Bott continues to 
have responsibility for business 
planning and development. 

Early in the year, James B. Coffman 
joined the company as president 
and chief operating officer of Aminoil 
USA, Inc. He assumed part of the 
duties of George E. Trimble, who re¬ 
mains Aminoil’s chairman and chief 
executive officer. 

Deserving special commendation 
are the skill, talent and dedication 
of the 100,000 employees who make 
up the R.J. Reynolds workforce 
around the world. I extend my sin¬ 
cere appreciation and thanks for their 
performance which produced another 
record year for the company and its 
shareholders. 

In closing, I invite you to be with us at 
the company’s 1983 annual meeting 
to be held at 2 pm, Wednesday, April 
27, at the Hotel du Pont in Wilmington, 
Del. I look forward to the opportunity to 
speak with you there. 



Chairman and Chief Executive Officer 
Winston-Salem, N.C. 

February 17,1983 



Richard G. Landis 

President-Pacific 



Edward A. Horrigan, Jr. 

Executive Vice President 



Hicks B. Waldron 

Executive Vice President 
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OPERATIONS REVIEW 


S trong individual brand performances 
worldwide, a major step toward 
more efficient production and a con¬ 
gressional blow to the pocketbooks of 
smokers were among the most signifi¬ 
cant events affecting R.J. Reynolds 
Industries’ tobacco operations in 1982. 

Indicative of the solid perfor¬ 
mance of a number of R.J. Reyn¬ 
olds tobacco products in many 
countries was industry recognition 
of Camel as the fastest-growing 
major international cigarette brand. 
Camel grew at a faster rate than any 
other brand in Germany and Switzer¬ 
land, and has recorded strong growth in 
other European markets, Argentina 
and Hong Kong.' 

In the United States, the brand 
remained in fifth position among the 
nation’s most popular cigarettes. 

Camel Filters and Camel Lights had 
significant sales increases and the 
brand’s potential in the U.S. market¬ 
place was further enhanced by good 
consumer response to the introduction 
late in the year of Camel Filters Hard 
Pack in some markets. 

Strong brand performance, particu¬ 
larly in the domestic market, and higher 
selling prices helped Reynolds Indus¬ 
tries’ tobacco business achieve record 
sales in 1982. R.J. Reynolds Tobacco 
Company and R.J. Reynolds Tobacco 
International, Inc. had combined sales 
of $6.66 billion, up 8.9 percent, and EFO 
of $1.16 billion, up 6.3 percent. 

Reynolds Tobacco outperformed the 
total industry in unit volume in 1982, 
increasing its volume almost 1 percent 
to 208.9 billion cigarettes while the 
industry declined slightly. The com¬ 
pany’s share of market grew to 33.5 
percent from 33.1 percent in 1982, the 
largest market share enjoyed by any 
U.S. tobacco company since 1963 and 
the largest annual market share increase 
by Reynolds Tobacco since 1975. 


The major factor in Reynolds Tobac¬ 
co’s 1982 success was the continua¬ 
tion of the momentum its existing 
brands have been building in the mar¬ 
ketplace since 1980 and the company’s 
record of successful national product 
introductions since 1978. 

Reynolds Tobacco is the only U.S. 
tobacco manufacturer with a major 
entry in every important cigarette cate¬ 
gory. In addition to Camel, the Winston, 
Salem and Vantage brand families con¬ 
tinued to rank among the nation’s 10 
favorite cigarette brands in 1982, giving 
Reynolds Tobacco more top 10 brands 
than any other tobacco company. 
Salem strengthened its number one 
menthol position and its hold on third 
position among the leading U.S. brands. 
Camel and More also gave RJR two of 
the three fastest-growing brands. 

Vantage, Winston Lights and Salem 
Lights are three of the five best-selling 
low “tar” brands. More than 65 percent 
of all cigarettes sold in America are 
now low “tar,” and Reynolds Tobacco is 
the leader in this important category, 
accounting for more than 45.6 percent 
of low “tar” sales. 

A part of Reynolds Tobacco’s ongo¬ 
ing marketing strategy is the belief that 
new brands are key to continued suc¬ 
cess Beginning with Camel Lights in 
1978, the company has successfully 
introduced 19 brand styles nation¬ 
ally without a failure. Vantage Men¬ 
thol 100s and Vantage Ultra Lights 
Menthol joined the list in 1982, helping 
the Vantage brand family grow in sales 
despite intense competition in the low 
“tar” category.. 

Bright, an innovative brand combin¬ 
ing several flavors to deliver a unique 
“fresher-than-menthol taste,” was 


Above: Sponsorship of special events like the 
Camel GT sports car racing series promotes 
unified imagery for RJR’s major cigarette brands. 
Right: Camel’s rapid growth helped RJR set 
another industry record for annual cigarette 
production. 
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launched nationally in November after 
successful test marketing. Early perfor¬ 
mance reports indicate Bright will 
add another name to Reynolds Tobac¬ 
co’s new-brand success record. 

In specialty tobacco products — 
smoking tobacco, little cigars and 
chewing tobacco — Reynolds Tobacco 
brands continued to lead in several 
market categories. Prince Albert 
marked its 75th anniversary by con¬ 
tinuing as the nation’s leading smoking 
tobacco. Winchester headed the little 
cigar category and Days Work 
continued to lead all plug chewing 
tobaccos. 

The most important phase of R.J. 
Reynolds Tobacco Company’s 10- 
year, $1 billion-plus modernization 
and expansion program moved 
from the drawing board to the bull¬ 
dozer in October. Groundbreaking 
ceremonies for what will be the world’s 
most modern cigarette manufacturing 
facility took place in Tobaccoville, N.C., 
just a few miles north of Winston- 
Salem. The two-million-square-foot 
facility, scheduled to begin production 
early in 1986, will be the first new 
manufacturing facility constructed by 
Reynolds Tobacco in 23 years. 

Another major construction project 
began in 1982 in Winston-Salem as a 
120,000-square-foot tobacco process¬ 
ing facility started to rise near the com¬ 
pany’s downtown manufacturing 
plants. Shipments of Reynolds Tobacco 
brands also became faster and more 
efficient during the year as an auto¬ 
mated, 360,000-square-foot distribution 
center became fully operational. 

The Tobaccoville manufacturing 
plant, the downtown processing facility, 
a 30,000-square-foot addition to the 
company’s Whitaker Park plant and a 
planned factory in downtown Winston- 
Salem are all part of the largest capital 
expansion program in Reynolds 
Tobacco’s history, and demonstrate 
the company’s faith in the future of the 
tobacco industry. 



On January 1,1983, the federal ciga¬ 
rette tax increased from 8 cents to 16 
cents per pack, due to a wide-ranging 
tax bill proposed by the administration 
and passed by Congress during the 
latter half of the year. 

The tobacco industry strongly op¬ 
posed the tax increase because it 
unfairly singles out smokers to bear an 
additional tax burden, takes a greater 
percentage of income from lower- 
income smokers and is expected to 
depress industry sales. Although there 
is general agreement that the tax will 
cause some decline in industry unit 
volume, it is too soon to forecast what 
the effect might be or how long it 
will last. 

The U.S. government was not alone 
in looking for more sources of 
revenue in 1982. Cigarette excise taxes 
went up 39 percent in Germany, 75 
percent in Malaysia and 128 percent in 
Brazil, all key markets for RJR Tobacco 
International. 

Industry volume declines caused by 
tax increases in these and other 
countries resulted in weakening market 
conditions already softened by 
recession. 

Another negative factor internation¬ 
ally was the unfavorable impact of 
the strong U.S. dollar against foreign cur¬ 
rencies. This resulted in currency 
translation rates that cost RJR Tobacco 
International about $100 million 
in reported sales and $7 million in 
reported EFO. 

In this difficult climate, Tobacco 
International showed share-of- 
market increases in seven of its top 
10 markets — France, Germany, 
Holland, Switzerland, Spain, Malay¬ 
sia and Canada. 

RJR Tobacco International was the 
fastest-growing cigarette company in 
Germany and Switzerland. Its German 
market share grew from 9.9 percent to 

Above: The RJR tobacco buyer has only 
seconds to decide if each pile meets the com¬ 
pany’s high quality standards. Right: Con¬ 
struction is under way on what will be the world’s 
most modern cigarette production facility and 
the largest under one roof. 
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10.8 percent, and its Swiss share from 
3.4 percent to 4.1 percent. 

In Malaysia, where Winston has 
nearly single-handedly established the 
American-blend segment in the past 
few years, unit volume increased more 
than 15 percent. 

Market share increased in Canada 
for the first time in several years due to 
a reinvigorated Export brand family and 
volume contributions from two product 
introductions — Export "A” Mild and 
the new Macdonald Select brand family. 

There were five other successful 
brand launches by Tobacco Interna¬ 
tional during the year. They included 
Camel Filters in Brazil, a market where 
international brands had never been 
successful against local brands, and 
Doral Suave in Ecuador. With a 7 per¬ 
cent market share at year-end, Doral 
Suave was one of the year’s most suc¬ 
cessful introductions by any company. 

In October, Tobacco International 
announced its acquisition of Ets. 

Gosset S.A., one of Belgium’s oldest 
cigarette and tobacco products 
companies. It provided the company 
a third manufacturing source within 
the Common Market and an immediate 
10 percent share of the Belgium/ 
Luxembourg market. 

Also in 1982, Tobacco International 
began an association with the 
world's most popular sport. Winston 
was a co-sponsor of the World Cup 
soccer tournament in Spain, and the 
brand gained worldwide visibility 
as 2.5 million fans attended the 52 
matches and billions more across 
six continents watched on television. 

During the year, many major markets 
remained closed to American ciga¬ 
rettes or continued to impose severe 
restrictions to protect their domestic to¬ 
bacco industries. Tobacco Interna¬ 
tional, however, made progress in an 
important market when the Japanese 
government committed to reducing 


some of the tariff and non-tariff barriers 
that have held foreign companies to 
a scant 1.4 percent of the world’s fourth 
largest cigarette market. 

Although such restrictions and the 
threat of excessive taxation pose 
obstacles, RJR Tobacco International’s 
solid franchises in key markets 
throughout the world, the continued 
momentum of Camel and a global mar¬ 
keting strategy give the company a 
solid foundation for future growth, 
ith the acquisition of Heublein 
Inc, R.J. Reynolds Industries vir¬ 
tually doubled the size of its food and 
beverage operations and achieved its 
objective of becoming a major global 
participant in the food and beverage 
industry. RJR now has leading positions 
in a number of growth segments, sup¬ 
ported by long-established and strong 
core businesses. 

By year-end, substantial progress 
had been made in molding the new 
Food and Beverage group into an 
aggressive, consumer-oriented 
organization. During the year, the 
group strengthened the position of 
many of its leading brands and suc¬ 
cessfully introduced a number of new 
products. Additionally, the group’s asset 
base has been strengthened while 
capacity has been maintained. 

Increased sales of $3.16 billion, up 
35 percent from 1981, reflected the 
inclusion of Heublein from August 20. 
EFO dipped slightly, due to a fourth 
quarter provision for closing a number 
of underutilized Del Monte plants, 
and lower results at Del Monte’s fresh 
fruit operations.. 

Consolidation of Del Monte’s food 
processing facilities will substantially 
increase the efficiency and profitability 
of its operations. To further improve 
profitability, the company announced a 
voluntary separation program for 
employees. 



Above: The largest sponsorship ever under¬ 
taken by Tobacco International was the 
1982 World Cup soccer tournament in Spain. 
Right: Hong Kong is RJR Tobacco Interna- 

12 tional’s oldest established market in the Far East. 
























FOODS AND BEVERAGES 



Del Monte moved aggressively dur¬ 
ing the year to capitalize on consumer 
interest in health and nutrition and 
demand for new products that are bet¬ 
ter tasting and more convenient. 

In response to consumer focus on 
salt intake, Del Monte was the first 
company to market an 18-item line 
of “No Salt Added” vegetables. 

Del Monte captured the number one 
market position with its Lite Fruits, 
which satisfy the growing consumer 
preference for lighter and more 
natural foods. 

In the high-margin frozen foods busi¬ 
ness, the company developed and 
introduced a new and improved line of 
Patio dinners and Patio burritos, which 
sharply increased the company’s share 
of the frozen Mexican food business. 
Improved Chun King egg rolls further 
strengthened the company’s position in 
the frozen ethnic food category. 

Introduction in the United States of 
new beverage packaging technology 
enabled Del Monte to meet consumer 
demand for convenience. Hawaiian 
Punch is the first beverage to be mar¬ 
keted nationally in quarter-liter, aseptic 
packages. Del Monte fruit juices and 
nectars in aseptic packages strength¬ 
ened their share leadership in the Unit¬ 
ed Kingdom, showed strong growth in 
Italy and were introduced in Canada. 

Backed by powerful national adver¬ 
tising, the company's A.1. Steak Sauce 
and Grey Poupon Dijon Mustard had 
double-digit sales increases. 

The fresh fruit industry had a difficult 
year as record yields of bananas 
depressed prices. This temporary over¬ 
supply affected earnings of the com¬ 
pany’s fresh fruit business in the 


last half of the year, but banana supply 
is expected to return to more normal 
levels in 1983. 

The company’s fresh pineapple busi¬ 
ness continued to grow steadily during 
the year. Del Monte’s new $35 million 
pineapple plantation in Costa Rica 
successfully completed its first harvest 
and will ultimately supply the eastern 
United States and Europe. 

In the alcoholic beverage industry, 
Heublein Spirits & Wine Company’s 
products are positioned in growth seg¬ 
ments, such as vodka, tequila and 
premium table wines. Smirnoff Vodka 
maintained its position as the nation’s 
number one vodka. The company’s 
vodkas outsell the next eight competi¬ 
tive vodka brands combined. 

Internationally, Smirnoff volume 
increased about 3 percent, substan¬ 
tially outpacing the industry. Smir¬ 
noff, the best-selling brand of 
distilled spirits in the world, holds a 
10-to-1 lead over its closest vodka 
competitor. 

In the wine business, Heublein is 
strongly represented in the premium 
and super-premium wine categories. 

Its premium Inglenook line increased its 
share of market in 1982, reflecting the 
company’s focus on the growing and 
profitable California table wine seg¬ 
ment. Inglenook is the nation’s number 
one premium brand in restaurants. The 
company’s prestigious Beaulieu Vine¬ 
yard, which produces only estate- 
bottled wines, established record sales 
and earnings during the year. 

In the quick-service restaurant indus¬ 
try, Kentucky Fried Chicken’s growth 
continued. Although the industry gen¬ 
erally suffered from the recession, 
KFC’s company-owned and franchised 
restaurants worldwide set sales and 
earnings records in 1982. 

In the United States, KFC continued 
to outperform an array of new and 


Above: Consumers in the eastern United 
States and Europe will soon enjoy fresh pine¬ 
apple from this plantation Del Monte is de¬ 
veloping in Costa Rica. Right: Consumers 
made Del Monte’s new line of “No Salt Added" 
vegetables an immediate success. 
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FOODS AND BEVERAGES 


established competitors, completing its 
fourth consecutive year of real growth 
in average per-store sales. The system 
was strengthened during the year by 
the introduction to the menu of made- 
from-scratch buttermilk biscuits and by 
a special menu, offered in selected 
locations, that is styled for ethnic 
customers. 

KFC opened 120 new company- 
owned and franchised units during 1982 
for a total of 4,365 units in the United 
States, 937 of which are company 
owned. 

Internationally, KFC continued to 
expand into new markets and add units 
in large existing markets, such as 
Japan, Australia and the United King¬ 
dom. KFC had real growth in all its 
major international markets during the 
year. At year-end, KFC operated in 54 
countries outside the United States with 
1,386 restaurants. 

or R.J. Reynolds Industries’ trans¬ 
portation business, Sea-Land Indus¬ 
tries Investments, Inc., 1982 was a 
record year as the company reaped the 
rewards of a carefully planned strategy 
implemented more than five years ago. 

Based on the results of this plan, 
Sea-Land achieved record earnings in 
1982 despite a slight decrease in 
overall revenues stemming from a 
depressed world economy. EFO rose 
52 percent to $157 million while 
revenue decreased 2.5 percent to 
$1.58 billion. Sea-Land’s performance 
is indicative of the great strides the 
company has made toward main¬ 
taining its superior service capabil¬ 
ity, expanding its marketing effort, 
upgrading its cargo mix and lower¬ 
ing its cost of doing business. 

Sea-Land’s U.S.-flag fleet continued 
to improve its cost competitiveness with¬ 
out the support of direct government 
subsidy. This was achieved primarily 
through the maximum utilization of 


more fuel-efficient vessels and strin¬ 
gent controls on speed and fuel 
expense. Sea-Land’s fleet operating 
costs were further reduced when the 
last two SL-7 steam-powered contain- 
erships were sold to the U.S. Navy in 
the second quarter. 

The economies and efficiencies 
demonstrated by Sea-Land’s 12 
diesel-powered D-9 class container- 
ships during their second full year 
of operation made a significant con¬ 
tribution to fuel savings. To achieve 
greater vessel utilization, the cargo¬ 
carrying capacity of the D-9s was 
increased from 839 to 897 containers 
during the year. The capacity expan- , 
sion was accomplished without major 
capital expense and without increasing 
vessel operating costs. 

Modern, efficient port facilities and 
continuing improvements are vital 
to Sea-Land’s competitive status world¬ 
wide. During 1982, the company 
started initial phases of construction of 
a two-million-square-foot warehouse 
addition to Sea-Land’s terminal in Hong 
Kong, a joint venture development with 
local Hong Kong interests. Upon com¬ 
pletion, the unique six-story, high-rise 
expansion will enable Sea-Land to sig¬ 
nificantly increase its warehousing 
capacity and to expand its marshaling 
yard capability from 1,600 to 2,400 con¬ 
tainers, all within the existing 32-acre 
terminal. Sea-Land annually handles 
approximately 175,000 containers at 
this facility, making Hong Kong one of 
the company’s busiest ports and its 
most important in Asia. 

To achieve greater asset utilization 
and earnings improvement, a new 
vessel-deployment plan was imple¬ 
mented in early 1982. The plan 
replaced six vessels operating in Sea- 
Land’s Europe/Mideast service with 
four fuel-efficient, diesel-powered 




Above: A unique filtration system is one of 
the secrets to the superior quality and market 
leadership of Smirnoff vodka. Right: A new- 
image Kentucky Fried Chicken quick-service 
restaurant in Japan looks and functions just like 
its American counterpart. 
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vessels of similar size. Because of their 
greater speed and fuel economy, the 
four vessels were able to provide 
the same service frequency and cargo¬ 
carrying capacity as the six vessels 
they replaced. 

The subsequent redeployment of 
vessels previously serving the Mideast 
enabled Sea-Land to take advantage 
of growth potential in the transpacific, 
Alaska and Americas markets by 
increasing available container capacity 
in those trades. The company also 
expanded its service to the Caribbean 
Basin, underscoring a commitment to 
enhance its earnings potential in this 
vital and strategic commercial market. 

Sea-Land's ability to competitively 
price its services is vital to market share 
growth. During 1982, the company 
rejoined the Transpacific Freight Con¬ 
ference of Japan/Korea, because of 
the significant progress the conference 
has made in adjusting to customers’ 
needs while enabling its members to be 
competitive in the transpacific trades. 
Sea-Land resigned from the confer¬ 
ence in 1980 when tariff structures 
were not meeting marketplace needs. 
Similar competitive restraints prompted 
Sea-Land to notify three transatlantic 
conferences late in 1982 of its intention 
to resign memberships in early 1983. 

Sea-Land's long-term efforts to 
improve the labor climate within the mar¬ 
itime industry continued to show posi¬ 
tive results in 1982. Despite one major 
work stoppage that briefly affected 
Sea-Land’s operations in Alaska, the 
company’s prospects for continued 
labor accord are optimistic and 
encouraging. 

Maritime policy changes hold 
promise of major opportunities for 
Sea-Land and its industry. Through¬ 
out 1982, the company continued to 
lead the fight for maritime reform legis¬ 
lation. Despite passage in the House of 


Representatives, the proposed Ship¬ 
ping Act of 1982 failed to reach the 
Senate floor. Although similar legisla¬ 
tion is expected to be introduced in 
1983, regulatory bodies also have indi¬ 
cated a willingness to unilaterally bring 
about some of the changes through 
administrative reform. 

Aminoil USA, RJR’s energy subsid- 
f\ iary, continued to enhance its 
position in the domestic exploration 
and production of crude oil and natural 
gas. Entering 1982, Aminoil was the 
second largest independent petroleum 
exploration and production company 
in the United States. 

During the year, Aminoil achieved 
high production levels, acquired 
promising exploratory acreage in 
the United States and abroad, and 
accelerated its enhanced oil recov¬ 
ery projects in California. 

Aminoil fared well during the year, 
particularly in view of generally 
depressed industry conditions world¬ 
wide, and compared with the 
relative performance of other energy 
companies. Aminoil, like its competitors, 
felt the impact of generally lower petro¬ 
leum prices during the year. 

The effect of lower prices was reflect¬ 
ed in Aminoil’s 1982 sales of $1.33 bil¬ 
lion, which were down slightly from 
1981. Also affecting the year-to-year 
comparison was the 1981 sale of the 
company’s retail natural gas liquids 
operations. However, the company did 
benefit to a degree from increases in 
natural gas prices. 

Lower petroleum prices and 
increased exploration and operating 
expenses resulted in a 13 percent 
decline in EFO to $215 million. 

Proved reserves were only slightly 
reduced despite high production levels. 
The company's total domestic volume 


Above: One of Sea-Land’s fleet of 80,000 con¬ 
tainers rolls along a wharf in Shanghai, China. 
Right: A feeder vessel, serving the East Coast, 
arrives at Sea-Land’s Port Elizabeth, N.J., ter¬ 
minal where cargo will be transferred to larger 

18 transatlantic linehaul vessels. 













































in 1982 averaged 37,900 barrels of oil 
and 263.2 million cubic feet of natural 
gas per day. At year-end, Aminoil held 
proved reserves of 194.6 million barrels 
of oil equivalent (MMBOE) compared 
with 209.4 MMBOE at the close of 1981. 
Aminoil’s reserve-to-production ratio 
averages 8.6 years. 

Due to the uncertain industry climate 
in 1982, Aminoil was more selective 
in its exploration ventures, but the com¬ 
pany carried out its program without 
jeopardizing.the prospects for future dis¬ 
covery or acquisition of replacement 
reserves. The company drilled 45 wells 
during the year with 15 successes. 

The greater selectivity was reflected in 
capital expenditures for exploration, 
which, at $83 million, represented a 
55 percent decrease from 1981. 

Aminoil’s reputation for industry 
expertise made the company a 
sought-after joint venture partner. 
One such joint venture led to the 
drilling of the single largest domes¬ 
tic producing well in Aminoil’s 
history. Aminoil holds a 25 percent 
interest in the exploratory property with 
Atlantic Richfield. Located in the Santa 
Barbara Channel off the California 
coast, the well tested at about 4,100 
barrels of oil per day. Aminoil holds a 
substantial acreage position in the 
immediate area. 

In other joint ventures during the year 
— almost all offshore — Aminoil par¬ 
ticipated with major companies such as 
Amoco, Champlin, Elf Aquitaine, 
Marathon, Mobil, Shell, Tenneco and 
Union Texas. 

Aminoil made a significant wildcat 
discovery in June at its Buffalo Wallow 
prospect in North Dakota. The well 
tested at an estimated rate of 3.6 million 
cubic feet of natural gas per day and 
219 barrels of condensate. Aminoil is the 
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operator of the well and has an 86 
percent interest. The company is con¬ 
tinuing to drill to determine the full 
extent of the field. Aminoil also acquired 
the remaining 30 percent interest in 
its East Chapa gas processing plant in 
Texas, and substantially completed 
an accelerated drilling and well main¬ 
tenance program that significantly 
increased production capabilities of the 
East Chapa gas field. 

Aminoil’s active international ex¬ 
ploration and production pro¬ 
gram experienced several major 
successes in 1982. Aminoil partici¬ 
pated in two discoveries in the Dutch 
North Sea — its first oil discovery there 
and one gas discovery — and earned 
an interest in an oil and gas discovery 
following drilling in Trinidad. The com¬ 
pany continued oil production activities 
in Argentina. 

Acting on its long-term strategy, Amin¬ 
oil succeeded in increasing its ex¬ 
ploratory acreage inventory. Aminoil ' 
added 332,000 net acres in the 
United States, raising its total domestic 
inventory to almost 1.4 million net' 
acres. Virtually all. of the new acreage is 
located in high-potential basins, includ¬ 
ing onshore and offshore Gulf of Mexico, 
offshore California, the mid-continent 
and Rocky Mountain areas. 

Aminoil also greatly increased its 
international acreage inventory, primar¬ 
ily through a joint venture interest in 
Indonesia. Foreign net acreage totaled 
more than 873,000 acres at year- 
end, compared with 31,000 acres at the 
end of 1981. 

Tests of enhanced oil recovery tech¬ 
niques continued at the company’s 
• Huntington Beach, Calif., oil production 
facilities during the year. The tests 
will determine if a significant portion of 


Above: Aminoil’s 1982 search for oil and gas 
included a successful effort in the Santa Barbara 
Channel off the California coast. Right: Aminoil 
made a significant gas discovery in the Buffalo 
Wallow prospect of North Dakota. 

















































an estimated 800 million barrels of oil 
still in place is producible by unconven¬ 
tional techniques. 

Aminoil currently supplies steam on a 
commercial scale to the world’s largest 
geothermal-powered electric generat¬ 
ing plant in The Geysers area of north¬ 
ern California. Aminoil also continued 
its successful geothermal operations in 
California, where it is currently complet¬ 
ing new wells to support two utility- 
company-operated electric generating 
plants. An additional plant is proposed. 

During 1982, Aminoil implemented a 
new operations organization struc¬ 
ture and substantially upgraded senior 
management and technical staffs. 

R JR Development Corporation con¬ 
tinued its ambitious role of creating 
significant new growth by building 
assigned business units, and identifying 
and developing new businesses and 
technologies for Reynolds Industries. 
RJR’s merger with Heublein may mod¬ 
ify somewhat the scope of these activi¬ 
ties in the near-term because of the 
developmental potential of some of 
Heublein’s business lines. However, the 
Development Corporation’s role and 
objectives remain unchanged. 

The principal business units within 
the Development Corporation, RJR 
Archer and Service Systems, reported 
significant gains in sales and earnings 
in 1982. 

In response to national concern 
over the recent product-tampering 
cases, Archer accelerated its efforts 
with drug and pharmaceutical cus¬ 
tomers to develop tamper-evident 
packaging alternatives. Archer’s 
existing technology and experience 
with tamper-evident packaging will 
enable the company to provide the 
high-quality, cost-effective packaging 
demanded by its customers. 


DEVELOPMENT 


To accelerate growth, two key 
acquisitions were successfully inte¬ 
grated into Development Corporation 
assigned businesses during 1982. 
Schupbach AG, a Swiss packaging 
company acquired in January and now 
a subsidiary of RJR Archer, is strategi¬ 
cally expanding its customer base, par¬ 
ticularly within the European tobacco 
industry. Schupbach also adds new 
marketing information and technologi¬ 
cal expertise that will enhance Archer’s 
new product development efforts. 

The acquisition in January 1982 of 
Stouffer Food Management, now a 
part of Service Systems, added new 
geographic markets and has 
exceeded initial profit projections. 

As a result, Service Systems now ser¬ 
vices about 1,200 restaurant, cafeteria 
and vending machine locations 
throughout the United States. 

The Development Corporation also 
initiated a new venture with the pur¬ 
chase of Skolniks, a small, mall- 
oriented, quick-service food operation, 
which operates two stores in suburban 
Philadelphia shopping malls. Skolniks 
operations have been successful and 
two additional stores were opened in 
Cincinnati and one in Chicago. Plans 
are now proceeding to open two 
more stores in 1983. 

The Development Corporation’s RJR 
Technical Company intensified its 
efforts to identify and evaluate potential 
applications of new technologies to 
the various businesses of R.J. Reynolds. 
The Technical Company has identified 
several promising ventures. 


Above Left: RJR Archer continues to develop 
new technologies and materials to serve the 
packaging industry worldwide. Lower Left: Ser¬ 
vice Systems offers specialized services to 
meet the varying needs of its foodservice clients. 
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R.J. Reynolds Industries, Inc. 

Selected Five-Year Financial Data 

For the Years Ended December 31 


(Dollars in Millions Except Per Share Amounts) 

1982 

1981 

1980 

1979 

1978 

Results of Operations 

Net sales and revenues 

$13,075 

$11,692 

$10,354 

$ 8,935 

$ 6,709 

Earnings from operations 

1,594 

1 ,504 

1,269 

1,087 

907 

Interest and debt expense 

184 

150 

127 

126 

_72 

Nonrecurring gains (losses) 

173 

— 

(25) 

22 

— 

Earnings before provision _ _ 

for income taxes 

1,610 

1,401 

1,139 

1,01 (_ 

804 

Provision for income taxes 

740 

633 

469 

466 

412 

Net earnings 

870 

768 

670 

551 

442 

Net earnings per common share 

$ 7.82 

$ 7.03 

$ 6.12 

$ 5.05 

$ 4.29 

Other Data 

Dividends on common and preferred stocks 

$ 340 

$ 290 

$ 254 

$ 225 

$ 179 

Dividends per common share 

2.85 

2.50 

2.175 

1.95 

1.7875 

Dividend payout percentage* 

36.5% 

35.2% 

35.0% 

37.3% 

39.7% 

Common Stock price range: 

High 

$ 57'/« 

$ 53 

$ 47% 

$ 36 

$ 32% 

Low 

40 

40% 

27 

2714 

2614 

Net earnings as a percentage of net sales 
and revenues 

6.7% 

6.6% 

6.5% 

6.2% 

6.6% 

Number of stockholders at year-end 

126,045 

110,707 

114,141 

114,280 

111,580 

Number of full-time employees at year-end 

99,869 

85,776 

83,417 

79,487 

37,346 


’Total dividends on Common Stock as a percentage of net earnings applicable to Common Stock. 
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Consolidated Net Earnings 
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RESULTS OF OPERATIONS 

Consolidated Sales and Earnings 

Consolidated net sales and 
revenues increased 12 percent in 
1982 to $13.08 billion, led principally 
by the tobacco, and foods and bev¬ 
erages businesses. The increase in 
tobacco sales was attributable to a 
strong performance in the U.S. 
market while the foods and bever¬ 
ages sales increase was due to the 
inclusion of Heublein, Inc. from 
August 20,1982 through December 
31,1982. (See Note 17 to the Finan¬ 
cial Statements.) 

Consolidated earnings from oper¬ 
ations increased $90 million, or 6.0 
percent, due principally to tobacco’s 
performance noted above, signifi¬ 
cant improvements in the transpor¬ 
tation business and the inclusion of 
Heublein. The increase was 
achieved in spite of fourth quarter 
provisions totaling $46 million for 
plant closings and other expenses in 
the foods and beverages operations 
(see “Foods and Beverages” discus¬ 
sion on page 28 of this report) and a 
decline in earnings in the energy 
business. 

Net earnings in 1982 increased 13 
percent to $870 million resulting 
mainly from the inclusion of a non¬ 
recurring gain, reported in the sec¬ 
ond quarter, and the improved 
earnings from operations noted 
above. The nonrecurring gain 
resulted from an arbitration award 
paid by the government of Kuwait as 
compensation for oil producing and 
related properties nationalized in 
1977. (See Note 2 to the Financial 
Statements.) 


Net earnings per share rose 79 
cents to $7.82, an increase of 11 per¬ 
cent over 1981. Included in the 
higher 1982 amount was 86 cents 
per share related to the nonrecurring 
gain noted above. Partially offsetting 
this factor was a 23 cents per share 
unfavorable effect from the fourth 
quarter provisions, mentioned 
above, and the dilutive effect of 
approximately 4 cents per share 
related to the Heublein acquisition. 

Consolidated net sales and 
revenues in 1981 increased 13 per¬ 
cent over the prior year to $11.69 bil¬ 
lion, as a result of improved sales in 
all of the Company’s lines of busi¬ 
ness. Earnings from operations rose 
19 percent in 1981 to $1.50 billion, 
due principally to strong perfor¬ 
mances in the tobacco and energy 
businesses, as well as improvements 
in all of the Company’s remaining 
businesses. 

Net earnings in 1981 increased 15 
percent to $768 million, while net 
earnings per share rose 91 cents to 
$7.03. The 1981 improvement in net 
earnings was achieved even though 
the Company had significantly lower 
levels of investment tax credits in 
1981. This factor accounted for 
about 35 cents per share less in 1981 
compared with the previous year. 
The year-to-year comparison was 
also affected by a nonrecurring loss 
of 13 cents per share included in the 
1980 results related to a write-down 
of eight SL-7 containerships used in 
the transportation business, which 
were later sold to the U.S. Depart¬ 
ment of the Navy. (See Note 2 to the 
Financial Statements.) 

Over the past five years, net sales 
and revenues increased at an annual 
compound rate of 15 percent, earn¬ 
ings from operations increased by 
14 percent a year, and net earnings 
grew at a rate of 16 percent annually. 
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The percentage contributions of 
the Company’s various lines of busi¬ 
ness to net sales and revenues, and 
earnings from operations during the 
last five years were as follows: 


Net Sales and Revenues 



1982 

1981 

1980 

1979 

1978 

Tobacco 

50% 

52% 

54% 

56% 

66% 

Foods & beverages 

24 

20 

20 

20 

4 

Transportation 

12 

14 

14 

14 

16 

Energy 

10 

11 

9 

7 

11 

Other businesses 

4 

3 

3 

3 

3 

100% 100% 100% 100% 100% 

Earnings from Operations 






1982 

1981 

1980 

1979 

1978 

Tobacco 

70% 

69% 

73% 

76% 

82% 

Foods & beverages 

6 

7 

7 

11 

2 

Transportation 

9 

6 

5 

5 

12 

Energy 

13 

16 

14 

6 

2 

Other businesses 

2 

2 

1 

2 

2 

100% 100% 100% 100% 100% 


The domestic and international tobacco opera¬ 
tions, wlrch previously had been reported sepa¬ 
rately, have been combined under a single line of 
business. Prior years’ results have been restated to 
reflect this change. 

Tobacco 

The tobacco line of business, 
which includes the operations of R.J. 
Reynolds Tobacco Company and 
R.J. Reynolds Tobacco International, 
Inc., manufactures and sells a va¬ 
riety of tobacco products, principally 
cigarettes. Products are manufac¬ 
tured in the United States, and in 28 
foreign countries and territories by 
subsidiaries or licensees, and are 
sold in more than 160 markets 
around the world. 

Tobacco sales were $6.66 billion, 
up $543 million compared with 1981. 
The sales gain was due to increased 
prices along with an increase in 
domestic unit volume. The company 
again led the U.S. tobacco industry 
and achieved a 33.5 percent share of 
the domestic market, the highest 
market share of any tobacco com¬ 
pany since 1963. Despite a slight 
industry decline in 1982, domestic 


volume increased almost 1 percent 
to 208.9 billion units. The domestic 
volume performance reflects con¬ 
tinuing strong performances by the 
company’s existing cigarette brands 
as well as new product introduc¬ 
tions. Most notable was the signifi¬ 
cant growth of the Camel brand 
family and the successful national 
introduction of Bright cigarettes late 
in the year. 

Foreign sales were marginally 
higher in 1982 due to higher selling 
prices. Unit volume declined due 
primarily to turbulent conditions in 
the Middle East and a softness in 
several overseas markets in which 
excise taxes were markedly 
increased. Nevertheless, the com¬ 
pany increased its share of market in 
seven of its top 10 markets. 

The U.S. federal excise tax on cig¬ 
arettes was increased on January 1, 
1983, from 8 cents to 16 cents per 
pack. In anticipation of the excise 
tax increase, wholesale prices rose 
in the second half of 1982. This 
resulted in increased prices at the 
consumer level which contributed to 
a slight decline in industry volume 
for the year. Although it is not possi¬ 
ble to predict the effect of the excise 
tax increase on 1983 sales and earn¬ 
ings of the company’s domestic 
operations, the increase could have 
an adverse effect. 

Earnings from operations 
increased $69 million to $1.16 billion 
in 1982, up 6.3 percent over the prior 
year. For the domestic operations, 
sales price increases along with the 
unit volume increases were more 
than sufficient to offset significantly 
higher marketing expenses, includ¬ 
ing the national introduction of 
Bright in the fourth quarter, as well 
as higher manufacturing costs. For¬ 
eign earnings were adversely 
affected by weak market conditions, 
higher operating costs and unfavor¬ 
able exchange rate movements. 

Tobacco sales were $6.11 billion in 
1981, a 9.1 percent increase over 


$7,000 




Tobacco 
Earnings from Operations 

(Dollars in Millions) 
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1980. The increase was principally 
due to domestic unit volume gains 
which resulted in a 33.1 percent 
share of the U.S. market compared 
with 32.7 percent in 1980. The 
increase also reflects a 7.4 percent 
unit volume gain in the foreign oper¬ 
ations. Additionally, higher selling 
prices in both the domestic and 
international markets, along with the 
volume gains, were more than suffi¬ 
cient to offset the unfavorable 
effects of currency exchange rates. 
In translating foreign currency sales, 
unfavorable currency exchange rate 
movements, chiefly in Europe, 
reduced the U.S. dollar reported 
sales by $225 million in 1981. 

Earnings from operations were 
$1.09 billion in 1981, up 12 percent 
over 1980. The increase was attrib¬ 
utable to the unit volume gains and 
higher selling prices noted above, 
which were more than sufficient to 
offset higher costs and expenses, 
and unfavorable foreign currency 
translation effects of approximately 
$21 million. 

Foods and Beverages 

The foods and beverages line of 
business, which includes the operat¬ 
ing results of Del Monte, Heublein 
Spirits & Wine and Kentucky Fried 
Chicken, manufactures and sells a 
variety of products domestically and 
internationally. Food and beverage 
products are distributed in approxi¬ 
mately 60 countries and include 
canned fruits and vegetables, spirits 
and wines, quick-service restau¬ 
rants, prepared and frozen foods, 
and fresh fruit. 

Food and beverage sales were 
$3.16 billion in 1982, an increase of 
35 percent over 1981. The increase 
was due to the inclusion of Heu¬ 
blein’s sales, $855 million, since 
August 20,1982. (See Note 17 to the 
Financial Statements.) 

Earnings from operations in 1982, 
including $86 million for Heublein, 
were $102 million compared with 



$106 million last year. The decrease 
was principally due to certain fourth 
quarter provisions (discussed 
below), lower earnings in fresh fruit 
operations, as well as lower LIFO 
inventory liquidation profits ($20 mil¬ 
lion less than in 1981). Heublein’s 
spirits group, second largest in the 
United States, outperformed the 
industry during the year based on 
the strength of Smirnoff Vodka, 
which remained the nation’s No. 1 
vodka. Kentucky Fried Chicken 
increased its market share and main¬ 
tained its leadership in its segment 
of the quick-service restaurant 
industry. Heublein’s specialty gro¬ 
cery products, led by A.1. Steak 
Sauce, continued to perform well 
during the year. 

The fourth quarter provisions 
noted above totaled $46 million and 
resulted from plant closings and the 
establishment of an early retirement 
incentive program at Del Monte. The 
plant closings were part of Del 
Monte’s asset rationalization pro¬ 
gram begun in 1980 to strengthen 
operations by closing underutilized, 
high-operating-cost plants, and 
consolidating and streamlining pro¬ 
duction facilities. The company 
believes that future operations 
will benefit from these actions. 

Food and beverage sales in 1981 
were $2.33 billion, an increase of 11 
percent over 1980. The principal fac¬ 
tors in the sales gain were higher sell¬ 
ing prices, particularly in U.S. 
grocery products, and volume con¬ 
tributions by Morton Frozen Foods 
(acquired in February 1981). 

Earnings from operations in 1981 
rose 14 percent to $106 million. The 
increase was primarily due to the 
higher selling prices in domestic 
canned goods and LIFO inventory 
liquidation profits of $22 million 
(resulting from planned reductions 
of inventory levels), which were 
offset to a large extent by the impact 
of unfavorable currency exchange 
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rates and expenses connected with 
the company’s realignment of cer¬ 
tain operations. Another factor to be 
considered in comparing 1981 with 
1980 is a $17 million charge against 
earnings from operations in 1980 for 
the realignment and consolidation of 
certain operations and for accrued 
vacation pay (resulting from the 
adoption of Statement of Financial 
Accounting Standards No. 43). 

Transportation 

Sea-Land Industries Investments, 
Inc. provides containerized ocean 
freight transportation services 
through its Sea-Land Service, Inc. 
subsidiary, one of the world’s lead¬ 
ing container shipping companies, 
which operates a fleet of container- 
ships serving 124 ports in 56 coun¬ 
tries and territories. 

Transportation revenues were 
$1.58 billion in 1982, compared with 
$1.62 billion in 1981. The decrease 
was the result of a downturn in world 
economic conditions, but was offset 
to some extent by the favorable 
effects of an improved cargo mix. 

Earnings from operations 
increased to $157 million in 1982, up 
more than 52 percent over the prior 
year. This strong performance was 
due to improved fleet operating effi¬ 
ciencies resulting from the major 
vessel modernization program 
begun in 1978 and completed this 
year, along with cost controls and 
the favorable cargo mix mentioned 
above. Also affecting the year-to- 
year comparison was a $10 million 
one-time fourth quarter charge to 
earnings in 1981 which is discussed 
below. 

In the second quarter of 1982 the 
company’s two remaining SL-7 con- 
tainerships were sold pursuant to an 
agreement which was reached in 
August 1981 with the U.S. Depart¬ 
ment of the Navy. This agreement 
provided for the sale in 1981 of six of 
the company’s eight SL-7 container- 
ships and related equipment, 


together with an option for the Navy 
to purchase the remaining two ves¬ 
sels in 1982. (See Notes 2 and 6 to 
the Financial Statements.) With the 
sale of the eight SL-7 containerships, 
approximately 60 percent of the 
company’s current linehaul fleet 
capacity is now comprised of mod¬ 
ern diesel-powered containerships. 
Additionally, during 1982, the com¬ 
pany’s linehaul fleet capacity aver¬ 
aged approximately 723,000 
container spaces, an increase of 30 
percent since 1978. This capacity 
increase was achieved through the 
five-year fleet modernization pro¬ 
gram in spite of the loss of capacity 
due to the sale of the SL-7s. 

Transportation revenues were 
$1.62 billion in 1981, a 15 percent 
improvement over the prior year. 
The revenue increase was largely 
due to higher shipping volumes in 
virtually all trade routes, with partic¬ 
ularly strong gains in both the 
Pacific and North Atlantic trades. 

Earnings from operations in 
1981 increased 56 percent to $103 
million. The higher earnings 
reflected the previously noted 
volume gains as well as productivity 
improvements and cost reduction 
programs. Earnings in 1981 also re¬ 
flected a fourth quarter, one-time 
charge of $10 million for settlement 
of certain litigation involving the 
ocean transportation of freight. 
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Energy 

Aminoil International, Inc., 
through its subsidiary, Aminoil USA, 
Inc., is primarily engaged in the 
domestic exploration for, and devel¬ 
opment, production and sale of 
crude oil and natural gas. At year- 
end 1982, principal domestic produc¬ 
ing properties were located onshore 
and offshore California, Louisiana 
and Texas. The company is active in 
the major producing basins in the 
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Rocky Mountains and mid-continent, 
and produces geothermal steam for 
electric power generation in Califor¬ 
nia. Aminoil also has foreign operat¬ 
ing interests in Argentina and the 
Dutch North Sea. 

Energy sales were $1.33 billion in 
1982, down 2.8 percent compared 
with 1981. Sales declined due to 
lower prices for domestic crude oil 
and decreased volumes in the natu¬ 
ral gas liquids operations as a result 
of last year's fourth quarter sale of 
the company’s retail natural gas liq¬ 
uids business. 

Earnings from operations 
declined 13 percent to $215 million 
in 1982. The decrease was princi¬ 
pally the result of higher charges for 
depreciation, depletion and amorti¬ 
zation, higher exploration expenses 
and lower crude oil prices. These 
factors were partially offset by 
favorable adjustments to operat¬ 
ing expenses ($20 million greater 
than in 1981). 

Energy sales in 1981 were $1.37 
billion, up 39 percent from the pre¬ 
vious year. The sales gain was prin¬ 
cipally the result of higher selling 
prices in all areas of the business, 
particularly for domestic crude oil, 
and higher petroleum product 
volumes. 

Earnings from operations rose to 
$247 million in 1981, an increase of 
35 percent from the prior year. The 
principal factors in the increase were 
the pricing gains and increased 
volumes noted above, which were 
more than sufficient to offset 
increased operating expenses and 
higher charges against earnings for 
depreciation, depletion and amorti¬ 
zation. Earnings in 1981 included 
a favorable settlement of certain 
pricing issues, which arose in 
prior years, a gain on the sale of the 
retail natural gas liquids business, 
and other adjustments, totaling $19 
million. Increased production and 
higher prices from geothermal 
steam operations also contributed 
to the 1981 earnings gain. 


Interest and Debt Expense 

Interest and debt expense was 
$184 million in 1982 compared with 
$150 million in 1981. The increase 
was principally due to various bor¬ 
rowings incurred to finance the 
Heublein acquisition and the issu¬ 
ance of Zero Coupon Guaranteed 
Notes in February at an effective 
interest rate of 14.64 percent. These 
factors were partially offset by the 
favorable effects of a decline in 
short-term interest rates during the 
year. 

Interest and debt expense 
increased $23 million in 1981 over 
the $127 million reported in 1980. 
The increase was primarily due to 
higher short-term interest rates, 
lower amounts of capitalized interest 
costand incremental interest 
incurred on $150 million of 10.45% 
Notes, issued in June 1980. 

Total interest cost incurred in 1982 
was $217 million compared with 
$181 million in 1981 and $163 million 
in 1980. Of these amounts, $33 mil¬ 
lion, $31 million and $36 million, 
respectively, was capitalized. 

The weighted average annual 
short-term interest rate (aggregate 
short-term interest expense as a 
percentage of the daily average bal¬ 
ance of interest-bearing short-term 
debt) was 16.0 percent in 1982,17.8 
percent in 1981 and 14.2 percent in 
1980. 

Provision for Income Taxes 

The provision for income taxes, as 
a percentage of earnings before 
taxes, was 46.0 percent in 1982 com¬ 
pared with 45.2 percent in 1981 and 
41.2 percent in 1980. The relatively 
low 1980 effective tax rate was due 
largely to higher investment tax 
credits that resulted primarily from 
expenditures associated with new 
containerships in the transportation 
business. (See Note 10 to the Finan¬ 
cial Statements.) 
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R.J. Reynolds Industries, Inc. 

Selected Five-Year Financial Condition Data 


(Dollars in Millions 

Except Per Share Amounts) 

1982 

1981 

1980 

1979 

1978 

Funds provided by 

operations 

$ 1,535 

$ 1,270 

$ 1,171 

$ 977 

$ 759 

Total current assets 

$ 4,624 

$ 3,987 

$ 3,642 

$ 3,201 

$ 2,141 

Total current liabilities 

2,303 

1,971 

1,810 

1,485 

803 

Working capital 

$ 2,321 

$ 2,016 

$ 1,832 

$ 1,716 

$ 1,338 

Current ratio 

2.0 

2.0 

2.0 

2.2 

2.7 

Total assets 

$10,355 

$ 8,096 

$ 7,355 

$ 6,422 

$ 4,616 

Return on average 

total assets (i) 

10.4% 

10.9% 

10.6% 

11.1% 

10.7% 

Long-term debt (including 

current maturities) 

$ 1,726 

$ 1,151 

$ 1,169 

$ 1,076 

$ 805 

Preferred stocks 

630 

345 

346 

356 

28 

Common stockholders’ 

equity 

4,766 

3,927 

3,445 

2,998 

2,630 

Total capital 

$ 7,122 

$ 5,423 

$ 4,960 

$ 4,430 

$ 3,463 

Return on average 

total capital ( 2 ) 

15.3% 

16.2% 

15.6% 

15.6% 

14.3% 

Total long-term debt as a 
percentage of total 

capital (3) 

24.2% 

21.2% 

23.6% 

24.3% 

23.2% 

Return on average common 
stockholders’equity 19.2% 

20.0% 

19.9% 

18.5% 

17.5% 

Capital expenditures 

$ 829 

$ 770 

$ 898 

$ 684 

$ 383 

Book value per 

common share 

$ 42.33 

$ 37.63 

$ 33.09 

$ 29.60 

$ 27.06 


(1) Net earnings plus after-tax interest and debt expense divided by average total assets. 

(2) Net earnings plus after-tax interest and debt expense divided by average total capital. 

(3) At December 31, 1982, 1981, 1980 and 1979, the sum of total long-term debt and redeemable pre¬ 
ferred stocks as a percentage of total capital was 33.1 percent, 27.5 percent, 30.5 percent and 32.0 
percent, respectively. 


FINANCIAL CONDITION 

Funds Provided by Operations 

Funds provided by operations 
were $1.54 billion in 1982 compared 
with $1.27 billion in 1981 and $1.17 
billion in 1980. These increases in 
funds provided by operations were 
due to higher levels of earnings. 
Internally generated funds from 


operations are the principal source 
of funds available to the Company. 

Over the past five years, funds 
provided by operations totaled $5.71 
billion. The tobacco business has 
provided slightly more than half of 
this five-year total, with significant 
contributions also being made 





























Funds Provided by Operations, 
Capital Expenditures and 
Cash Dividends 

(Dollars in Millions) 

li Excess Funds Provided by Operations 
Capital Expenditures 
W Cash Dividends 


during this period by the energy 
($1.49 billion) and transportation 
($941 million) businesses. Funds 
provided by operations have 
exceeded the sum of capital expen¬ 
ditures and cash dividends paid dur¬ 
ing the last five years, leaving 
approximately $860 million of inter¬ 
nally generated funds available for 
other Company purposes. This per¬ 
formance was achieved in spite of 
heavy capital investment in recent 
years in the Company’s capital- 
intensive energy and transportation 
businesses. 

The Company expects that inter¬ 
nally generated funds will be suffi¬ 
cient to meet projected capital 
expenditures and cash dividends 
over the next three years. This per¬ 
formance is expected to be achieved 
even though capital expenditures 
are projected to total approximately 
$4.5 billion over the next three years 
(see “Capital Expenditures” discus¬ 
sion on page 34) compared with 
$2.5 billion for the past three years. 

Because management considers 
funds provided by operations to be 
an important measure of the finan¬ 
cial strength of the Company, the 
lines of business data starting on 
page 55 of this report include infor¬ 
mation on funds provided by opera¬ 
tions for each of the Company’s 
businesses. 

Working Capital and Liquidity 

At December 31,1982, the Com¬ 
pany’s working capital was $2.32 bil¬ 
lion compared with $2.02 billion in 
1981. The 1982 working capital 
increase resulted principally from 
the inclusion of Heublein. The Com¬ 
pany’s major source of working 
capital was funds generated by 
operations which were used princi¬ 
pally for capital investment and cash 
dividends. 


The current ratio at both Decem¬ 
ber 31, 1982 and 1981 was 2.0, and 
has averaged 2.2 over the past five 
years. The Company believes that its 
continued favorable current ratio is 
an important indicator of its ability to 
meet short-term obligations. A 
further indication of the Company’s 
strong liquidity position is demon¬ 
strated by the fact that 45 percent of 
total assets are current, a major por¬ 
tion of which are carried at values 
substantially less than current cost 
under the LIFO method of valuing 
inventories. The current cost of 
inventories was approximately $1.58 
billion more than the amounts at 
which they were carried on the 1982 
balance sheet. (See Note 4 to the Fi¬ 
nancial Statements.) 

The Company’s cash and short¬ 
term investments reported on the 
balance sheet at year-end 1982 were 
$282 million compared with $61 mil¬ 
lion for the prior year. These 
amounts have been reduced by $31 
million and $194 million, respec¬ 
tively, which has been classified on 
the balance sheet for financial 
reporting purposes in the caption 
entitled “Capital construction fund.” 
(See Notes 3 and 6 to the Financial 
Statements.) 

During 1982, the Company con¬ 
tinued to maintain revolving credit 
agreements with various banks. The 
credit available through these 
agreements, $340 million at year- 
end 1982, ensures the availability of 
significant financial resources allow¬ 
ing operational flexibility. (See 
Notes 7 and 9 to the Financial 
Statements.) The Company relies on 
commercial paper, backed by bank 
credit facilities, to fund seasonal 
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working capital requirements and, 
as needed, for capital investment. 
The Company’s commercial paper 
carries the highest ratings available. 

For an additional analysis of 
changes in working capital, see the 
Consolidated Statements of 
Changes in Financial Position on 
page 41 of this report. 

Long-term Capital Resources 

Long-term debt (including current 
maturities) at year-end 1982 totaled 
$1.73 billion, an increase of $575 mil¬ 
lion over the prior year. The increase 
was due principally to long-term 
debt issued during 1982 along with 
an increase in the amount of short¬ 
term borrowings classified as long¬ 
term debt under the Company’s 
revolving credit agreements. 

The Company issued $400 million 
of Zero Coupon Guaranteed Notes 
in February. The net proceeds, 
approximately $102 million before 
expenses, were used to reduce 
short-term indebtedness incurred 
for working capital and capital 
expenditures. The Company had 
three other major debt offerings dur¬ 
ing 1982, totaling $400 million. (See 
Note 9 to the Financial Statements.) 
The net proceeds of these offerings 
were used to reduce short-term bor¬ 
rowings of approximately $700 mil¬ 
lion incurred to finance the Heublein 
acquisition. (See Note 17 to the Fi¬ 
nancial Statements.) An additional 
$300 million of short-term notes 
used to finance the acquisition was 
classified as long-term debt at year- 
end 1982 under revolving credit 
agreements, based upon the Com¬ 
pany’s intention to continue that 
amount of debt in some form for 
more than one year. The Company 
issued the additional long-term debt 
in 1982 without impairing its high 
credit ratings. 

In January 1983, the Company 
issued $100 million of two-year and 


$100 million of three-year term 
notes. The net proceeds of these 
issues were used to reduce the 
short-term borrowings which were 
classified as long-term at year-end 
1982. (See Note 9 to the Financial 
Statements.) 

During 1982, the Company issued 
2,865,178 shares of a new preferred 
stock, the Series B Cumulative Pre¬ 
ferred Stock, having a total value of 
$287 million, and 7,384,727 shares of 
Common Stock having a total value 
of $348 million, in connection with 
the Heublein merger. Also, on 
August 31,1982, all of the shares of 
the $2.25 Convertible Preferred 
Stock outstanding as of October 1, 
1982 were called for redemption. 

(See Notes 12,13 and 17 to the 
Financial Statements.) 

At December 31,1982 and 1981, 
total long-term debt as a percentage 
of total capital (the sum of total long¬ 
term debt, preferred stocks and 
common stockholders’ equity) was 
24 percent and 21 percent, respec¬ 
tively, and has averaged 23 percent 
over the last five years. The higher 
1982 percentage was primarily due 
to the additional long-term debt 
incurred for the Heublein acquisi¬ 
tion. At December 31,1982 and 1981, 
the sum of total long-term debt and 
redeemable preferred stocks as a 
percentage of total capital was 33 
percent and 28 percent, respectively, 
and has averaged 31 percent over 
the last four years. The Company 
believes that these debt-to-equity 
ratios reflect the maintenance of an 
adequate capitalization position, and 
that it has the ability to raise addi¬ 
tional funds in the long-term debt 
market without impairing present 
credit ratings. 



1978 1979 1980 1981 1982 


Total Capital and Return on 
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current maturities) 
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1978-1982 Capital Expenditures 
by Line of Business 



1983-1985 Projected Capital 
Expenditures by Line of Business 


Capital Expenditures 

Capital expenditures in 1982 were 
$829 million compared with $770 
million in 1981 and $898 million in 
1980. Most of the increase in 1982 
compared with 1981 was due to 
expenditures associated with the 
construction of new manufacturing 
facilities for tobacco operations. The 
decrease in capital expenditures 
from 1980 to 1981 was primarily due 
to the completion in 1980 of the con¬ 
struction of new containerships in 
the transportation business. 

In the tobacco business, capital 
expenditures during 1982 totaled 
$226 million, and were made princi¬ 
pally for the modernization of 
cigarette manufacturing facilities. 
These expenditures include the con¬ 
struction of new manufacturing facil¬ 
ities in the Winston-Salem, N.C., 
area as part of the 10-year facilities 
construction and modernization 
program begun in 1980, and manu¬ 
facturing capacity expansion and 
upgrading programs in Germany, 
Canada and Puerto Rico. The new 
manufacturing facilities are 
expected to provide improved prod¬ 
uct quality and greater productivity, 
which will enable tobacco opera¬ 
tions to meet future market demands. 

Capital expenditures in the foods 
and beverages business amounted 
to $118 million in 1982, principally for 
the expansion of quick-service res¬ 
taurant operations and for modern¬ 
ization and maintenance of foods 
and beverages processing facilities. 

Transportation capital expendi¬ 
tures in 1982 and 1981 were $102 mil¬ 
lion and $80 million, respectively, 
primarily for containers and rolling 
stock, compared with $381 million in 
1980. Substantially all of the higher 
1980 amount was spent for vessels, 
containers and other marine equip¬ 
ment as part of the final phase of the 
company’s major vessel moderniza¬ 
tion program begun in 1978. That 
program also included the construc¬ 
tion of 12 new diesel-powered 


containerships. Total expenditures 
for this program in 1980 were $278 
million. 

Total capital spending in the 
energy business was $417 million in 
1982. Of this amount, $67 million 
represented evaluation and explora¬ 
tion costs which were charged 
against earnings as incurred. Sub¬ 
stantially all of the energy expendi¬ 
tures were related to exploration for, 
and acquisition and development of 
domestic energy sources. 

During 1982, the Company also 
invested $33 million in its other 
operations. 

During the past five years, capital 
expenditures have totaled $3.56 bil¬ 
lion. These expenditures have been 
made primarily in the energy busi¬ 
ness related to exploration for, and 
the acquisition and development of 
domestic energy sources; and in the 
transportation business related 
to new vessels, containers and roll¬ 
ing stock. 

Capital expenditures are currently 
projected to total approximately $4.5 
billion over the next three years. This 
increase in planned capital spending 
is due to tobacco’s 10-year facilities 
construction and modernization 
program discussed above, and an 
increase in spending for energy’s 
continuing exploration program. Of 
the three-year projected total: $1.8 
billion is estimated to be invested in 
the tobacco business; $1.3 billion in 
the energy business; $500 million in 
the transportation business; $700 
million in the foods and beverages 
business; and $200 million in other 
operations. (See pie charts.) 

The Company expects to satisfy 
its capital needs using funds 
generated from operations supple¬ 
mented by external financing. The 
Company’s financial strength allows 
for considerable flexibility in the use 
of both short-term and long-term 
credit markets. The nature and tim¬ 
ing of external financing will vary 

















depending largely upon the Com¬ 
pany’s evaluation of existing finan¬ 
cial market conditions and other 
economic factors. 

FOREIGN CURRENCY 

The Company adopted Statement 
of Financial Accounting Standards 
No. 52, “Foreign Currency Transla¬ 
tion” (the Statement) in the third 
quarter of 1982, for the year begin¬ 
ning January 1,1982. The adoption 
resulted in an increase which was 
not material to 1982 earnings. While 
it is not practical to calculate the 
exact effect of the Statement on 1981 
earnings, the Company believes that 
application of the Statement to 1981 
results would not have had a mate¬ 
rial effect on that year’s earnings, 
consequently, 1981 results were 
not restated. 

The Company has operations in 
many countries and transactions in 
about 82 currencies. Under the 
Statement, the Company has 327 
subsidiaries and branches utilizing 
25 functional currencies. The Com¬ 
pany’s major functional currency is 
the U.S. dollar. Significant foreign 
functional currencies include the 
Canadian dollar, West German mark 
and the British pound. For transpor¬ 
tation operations, the U.S. dollar is 
the principal functional currency. In 
the Company’s foreign energy, 
tobacco, and foods and beverages 
operations, a mixture of U.S. dollar 
and local foreign functional curren¬ 
cies is used. The functional currency 
of each location was determined 
after evaluating such factors as sales 
markets, cash flow, expense origina¬ 
tion, financing and intercompany 
arrangements. The economies of 
Brazil and Mexico are considered to 
be hyperinflationary and, as re¬ 
quired by the Statement, the U.S. 
dollar is the functional currency of 
the operations in those countries. 

The Company closely monitors its 
economic exposure to foreign 
currency exchange rate fluctuations 
and various actions are taken to 


minimize the net earnings effects. 
These actions may include refinanc¬ 
ing certain foreign debt, restructur¬ 
ing intercompany relationships, 
paying dividends or making contri¬ 
butions to capital. Excess foreign 
currency generated by one foreign 
subsidiary is generally used to meet 
currency requirements of other for¬ 
eign subsidiaries but, in some cases, 
is converted to U.S. dollars. 

Additionally, the Company 
engages in hedging activities to min¬ 
imize the potential losses on cash 
flows denominated in foreign cur¬ 
rencies. Hedging activities are also 
used to offset foreign exchange 
movements on capital equipment 
commitments and other transactions 
where a potential for loss exists. 

As a general policy, the Company 
does not enter into forward ex¬ 
change contracts to hedge its net 
investments in foreign subsidiaries, 
although it may designate certain 
foreign currency positions as 
hedges. Management does not 
believe the Company should make 
cash outlays to hedge changes in its 
net investments caused by short¬ 
term swings in exchange rates. Such 
changes do not affect net earnings 
and may not be indicative of the 
long-term value of the Company’s 
foreign subsidiaries. 

As of year-end 1982, the Com¬ 
pany’s foreign operations were in an 
exposed net asset position (assets 
were in excess of liabilities). The 
amount resulting from translating 
foreign currency balance sheets at 
the current rate at the balance 
sheet date is the primary item in the 
“Cumulative translation adjust¬ 
ments” caption on the Consolidated 
Balance Sheets. This amount is 
classified in the equity section on 
the Consolidated Balance Sheets 
and does not affect net earnings. 

During 1982, the U.S. dollar 
strengthened against all major cur¬ 
rencies creating a net charge to the 
“Cumulative translation adjust¬ 
ments” account. Although weaken¬ 
ing of foreign currencies caused 
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U.S. dollar translated amounts to 
decrease in comparison to previous 
periods, these results must be 
viewed as a function of foreign 
exchange rates and not necessarily 
as an unfavorable change in the net 
asset value or profitability of the 
Company’s foreign operations. 

The Company cannot quantify in 
any meaningful way the effect upon 
future earnings of a strengthening or 
weakening U.S. dollar because of 
the large number of currencies 
involved, the constantly changing 
exposure to these currencies, the 
complexity of intercompany rela¬ 
tionships, and the fact that all for¬ 
eign currencies do not react in the 
same manner against the U.S. dollar. 

Additional information on the 
Company’s foreign operations is 
shown in the Geographic Data table 
on page 57. 

DIVIDEND AND STOCK PRICES 

In the fourth quarter of 1982, the 
Company increased the quarterly 
dividend on Common Stock from 70 
cents to 75 cents per share. Divi¬ 
dends have been paid for 83 con¬ 
secutive years and the dividend 
payment per share has increased 
each year for the past 29 years 
except for 1971, when the Company 
was prevented from making divi¬ 
dend increases because of federal 
economic guidelines. During 1982, 
dividends declared on the common 
and preferred stocks totaled a 
record $340 million. 

The Company also has paid all 
regular quarterly dividends on its 
preferred stocks. The $2.25 Convert¬ 
ible Preferred Stock, which was 
issued in May 1969 and redeemed 
October 1,1982 (see Note 13 to the 
Financial Statements), had a regular 
quarterly dividend rate of 56 V 4 cents 
per share. The Series A Cumulative 
Preferred Stock, issued in February 
1979, and the Series B Cumulative 
Preferred Stock, issued in October 


1982, have regular quarterly dividend 
rates of $1,025 and $2,875 per share, 
respectively. The payment of divi¬ 
dends is subject to the restrictions 
discussed in Note 9 to the Financial 
Statements. 

The Company’s common and pre¬ 
ferred stocks are traded on the New 
York Stock Exchange, Inc. (trading 
symbol: RJR). The approximate 
number of shareholders of record at 
December 31,1982 was: Common 
Stock -111,228; Series A Cumulative 
Preferred Stock - 5,204; and Series B 
Cumulative Preferred Stock - 9,613. 

The following table sets forth the 
dividends paid per share of Com¬ 
mon Stock and the high and low 
sales prices of the Common Stock, 
the Series A Cumulative Preferred 
Stock and the Series B Cumulative 
Preferred Stock during the last two 
years: 

Series A 
Cumulative 
Preferred 


Common Stock Stock 


Quarters Dividends 

Market Price 
(High-Low) 

Market Price 
(High-Low) 

1982 

First 

Second 

Third 

Fourth* 

$ .70 
.70 
.70 
.75 

47 3 /«-43V2 

50V8-43 5 /. 

51 -40 
57V«-47 3 /4 

39 3 /e-37 

42 -38*/a 
43 7 /e-40V2 
46V.-41 

Year 

$2.85 

57V4-40 

46V4-37 

1981 

First 

$ .60 

49V8-40 7 /8 

43’/ 2 -41 % 

Second 

.60 

47y2-42V2 

43 3 /4-40% 

Third 

.60 

53 -44 3 /a 

41'/4-35 5 /8 

Fourth 

.70 

51 Vi-46 y 2 

40 3 /8-36’/2 

Year 

$2.50 

53 -40 7 /a 

43 3 /4-35 5 / 8 


*The high and low market price for the Series B 
Cumulative Preferred Stock was 105% and 102 ’/ 2 , 
respectively, for the period from October 12 
through December 31. 

EFFECTS OF INFLATION 

Although inflation moderated 
during 1982, it continues to have a 
significant impact on worldwide 
economies. The Company has tradi¬ 
tionally taken steps to reduce the 
effects of inflation on its business. 

For example, sales price increases 
and cost controls have been imple¬ 
mented in order to maintain profit 
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margins. Additionally, the LIFO 
inventory method is used for the 
major portion of the Company’s 
inventories. 

Information on the effects of 
changing prices is presented on 
pages 58 through 61 of this report. 
The information is prepared in 
accordance with Statement of Fi¬ 
nancial Accounting Standards No. 

33, “Financial Reporting and Chang¬ 
ing Prices” (the Statement) and 
related amendments. The methods 
outlined in the Statement are exper¬ 
imental and are an attempt to 
quantify the effects of inflation 
on business enterprises. These 
methods are still in the developmen¬ 
tal stage and do not necessarily pro¬ 
vide a precise indication of the effect 
of inflation on the Company. 

As can be seen in the bar charts, 
inflation-adjusted net earnings are 
lower than historical. This is princi¬ 
pally due to increased depreciation, 
depletion and amortization charges 
that would have resulted if property, 
plant and equipment had been 
replaced at estimated current costs. 
The higher current cost of net assets 
over historical cost is primarily due 
to the estimated increase in value of 
inventories and property, plant and 
equipment. 

The pie charts compare historical 
cost and current cost earnings 
before provision for income taxes. 
The current cost percentage of these 
earnings retained for growth is sub¬ 
stantially lower than the historical 
percentage because the amount of 
income taxes and dividends paid 
remains the same under either pre¬ 
sentation. Present tax laws do not 
permit an adjustment to income 
taxes for inflation and dividends are 
paid in current year dollars. 
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R.J. Reynolds Industries, Inc. 

CONSOLIDATED 
FINANCIAL STATEMENTS 

Statements of Earnings and Earnings Retained 
and Statements of Changes in Financial Position 
for the Years Ended December 31,1982,1981 and 
1980, and Balance Sheets as of December 31,1982 
and 1981. 

The Summary of Significant Accounting Poli¬ 
cies below, the Notes to Consolidated Financial 
Statements on pages 43 through 52, the Lines of 
Business and Geographic Data for 1982,1981 and 
1980 on pages 55 through 57, the Inflation 
Accounting Data on pages 58 through 61, and the 
Oil and Gas Data on pages 62 through 66 are 
integral parts of the accompanying financial 
statements. 

SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

This summary of significant accounting policies 
is presented to assist in understanding the Com¬ 
pany’s financial statements included in this report. 
These policies conform to generally accepted 
accounting principles and have been consistently 
followed by the Company in all material respects. 

Consolidation 

The Company includes in its consolidated fi¬ 
nancial statements the accounts of the parent and 
all subsidiaries. 

Inventories 

In all of the Company’s businesses, inventories 
are stated at the lower of cost or market. Various 
methods are used for determining cost as de¬ 
scribed below. 

In the tobacco business, the cost of inventories 
is determined principally by the LIFO method. In 
accordance with recognized trade practice, stocks 
of tobacco which must be stored and cured for 
more than one year are classified as current assets. 

In the foods and beverages business, the cost of 
domestic inventories is determined using princi¬ 
pally the LIFO method. The cost of remaining 
inventories is determined using the FIFO, specific 
lot and weighted average methods. In accordance 




with recognized trade practice, bulk whiskey and 
wine in storage for aging over a number of years is 
classified as a current asset. 

The cost of materials and supplies used in the, 
transportation business is determined by the FIFO 
method. 

In the energy business, the cost of inventories is 
determined by the LIFO and average cost 
methods. 

Exploration and Development Costs 

The Company follows the “successful efforts” 
method of accounting for exploration and devel¬ 
opment costs incurred in oil and gas producing 
activities. 

Depreciation, Depletion and Amortization 

Except as noted below, properties and equip¬ 
ment in all businesses are depreciated principally 
by the straight-line method. 

Depreciation, depletion and amortization of cap¬ 
italized costs in the energy business are generally 
computed on the unit-of-production method 
based on an estimate of the related proved 
reserves. 

Intangible Assets 

The excess of cost over net assets of businesses 
acquired subsequent to October 31,1970 is being 
amortized over periods not exceeding 40 years. 
Generally, amounts recorded prior to that date are 
not being amortized, but are adjusted through 
charges against earnings if the Company believes 
permanent impairment of the value of these assets 
has occurred. 

Trademarks and other intangible assets are gen¬ 
erally being amortized on a straight-line basis over 
a 40-year period. 

Sales and Revenues 

Sales of products, which include certain excise 
taxes (see Note 1), are recognized in income as 
customer shipments are made. Transportation 
revenues and related vessel voyage expenses are 
generally recognized at the commencement of a 
voyage. 

Other Income and Expense 

The Company includes in “Other income 
(expense), net” items of a financial nature, princi¬ 
pally interest income. 


Income Taxes 

The Company uses the flow-through method in 
accounting for investment tax credits, whereby the 
provision for income taxes is reduced in the year 
the tax credits first become available. 

Earnings Per Share 

Earnings per share (fully diluted) are calculated 
assuming that all shares of the $2.25 Convertible 
Preferred Stock outstanding during the year, 
before redemption, were converted into Common 
Stock at the beginning of the year and the conver¬ 
sion proceeds used to purchase treasury common 
shares at the higher of the average daily price or 
year-end closing price of the Common Stock. The 
preferred dividends paid on the Series A and Se¬ 
ries B Cumulative Preferred Stocks (see Note 12) 
are deducted from net earnings to determine net 
earnings applicable to Common Stock on a fully 
diluted basis. The difference between primary 
earnings per share and fully diluted earnings per 
share is insignificant; therefore, primary earnings 
per share are not presented. 

Foreign Currency Translation 

During 1982, the Company adopted Statement 
of Financial Accounting Standards No. 52, “For¬ 
eign Currency Translation.” This change in 
accounting did not have a material effect on the 
1982 results. The 1981 results were not restated, 
since the Company believes that application of 
Statement No. 52 would not have had a material 
effect on that year’s earnings. 






R.J. Reynolds Industries, Inc. 

Consolidated Statements 
of Earnings and Earnings Retained 

For the Years Ended December 31 


(Dollars in Millions Except Per Share Amounts) 

1982 

1981 

1980 

Net sales and revenues (Note 1): 




Net sales 

$11,492 

$10,069 

$ 8,940 

Operating revenues 

1,583 

1,623 

1,414 


13,075 

11,692 

10,354 

Costs and expenses: 




Cost of products sold 

7,823 

7,008 

6,321 

Operating expenses 

1,207 

1,310 

1,146 

Selling, advertising, administrative 




and general expenses 

2,451 

1,870 

1,618 

Earnings from operations 

1,594 

1,504 

1,269 

interest and debt expense (net of capitalized amounts of 




$33 million, $31 million and $36 million, respectively) 

(184) 

(150) 

(127) 

Other income (expense), net 

34 

33 

22 


1,444 

1,387 

1,164 

Foreign currency gains (losses) 

(7) 

14 


Nonrecurring gains (losses) (Note 2) 

173 

— 

(25) 

Earnings before provision for income taxes 

1,610 

1,401 

1,139 

Provision for income taxes (Note 10) 

740 

633 

469 

Net earnings 

870 

768 

670 

Less preferred dividends 

36 

30 

30 

Net earnings applicable to Common Stock 

834 

738 . 

640 

Earnings retained at beginning of year 

3,457 

2,979 

2,563 

Cash dividends on Common Stock 

304 

260 

224 

Earnings retained at end of year 

$ 3,987 

$ 3,457 

$ 2,979 

Net earnings per common share 

$ 7.82 

$ 7.03 

$ 6.12 

Average number of common shares outstanding 




(in thousands) 

106,706 

105,046 

104,735 
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R.J. Reynolds Industries, Inc. 

Consolidated Statements 
of Changes in Financial Position 

For the Years Ended December 31 


(Dollars in Millions) 

1982 

1981 (i) 

1980(1) 

Funds provided by operations: 

Net sales and revenues 

$13,075 

$ 11,692 

$10,354 

Less operating costs and expenses which 

required the outlay of working capital 

11,540 

10,422 

9,183 

Total funds provided by operations 

1,535 

1,270 

1,171 

Funds required by operations: 

Changes in working capital resulting from 

operations (see below) 

(367) 

280 

248 

Capital expenditures 

829 

770 

898 

Disposals of property, plant and equipment (Note 6) 

(142) 

(230) 

(34) 

Capital construction fund (Notes 3 and 6) 

97 

194 

— 

Cash dividends 

340 

290 

254 

Cumulative translation adjustments (Note 14) 

51 

— 

—- 

Other 

111 

81 

28 

Total funds required by operations 

919 

1,386 

1,394 

» 

616 

(115) 

(223) 

Net funds required for acquisition of 

Heublein, Inc. (Note 17) 

(1,295) 

—— 


Financing transactions: 

Proceeds from the issuance of long-term debt 

566 

148 

198 

Proceeds from issuance of Company's stocks 

(Notes 12 and 13) 

648 

4 

32 

Net change in current notes payable ( 2 ) 

(176) 

(20) 

119 

Retirements of long-term debt ( 2 ) 

(138) 

(144) 

(103) 


900 

(12) 

246 

Increase (decrease) in cash and short-term 

investments 

$ 221 

$ (127) 

$ 23 


Analysis of changes in working capital resulting 
from operations ( 2 ): 


Funds required (provided) by the change in: 


Accounts and notes receivable (Note 6) 

$ 

(217) 

$ 137 

$ 

205 

Inventories 


129 

322 


193 

Prepaid expenses 


2 

13 


20 

Accounts payable and accrued accounts 


(270) 

(105) 


(185) 

Income taxes accrued 


(11) 

(87) 


15 

Changes in working capital resulting from operations 

$ 

(367) 

$ 280 

S 

248 


(1) Reclassified for comparative purposes. 

(2) Excludes Heublein amounts at date of acquistion. (See Note 17.) 
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R.J. Reynolds Industries, Inc. 

Consolidated Balance Sheets 

December 31 


(Dollars in Millions) 

1982 

1981 

ASSETS 

Current assets: 



Cash and short-term investments (Note 3) 

Accounts and notes receivable 
(less allowances of $61 and $48, respectively) (Note 6) 

Inventories (Note 4) 

Prepaid expenses 

$ 282 

1,132 

3,127 

83 

$ 61 

1,157 

2,694 

75 

Total current assets 

4,624 

3,987 

Property, plant and equipment — at cost (Notes 5,6,15 and 17) 

6,361 

5,267 

Less depreciation, depletion and amortization 

2,145 

1,817 

Net property, plant and equipment 

4,216 

3,450 

Capital construction fund (Notes 3 and 6) 

291 

194 

Cost in excess of net assets of businesses acquired (Note 17) 

457 

159 

Other assets and deferred charges (Note 17) 

767 

306 


$10,355 

$8,096 

LIABILITIES AND STOCKHOLDERS’ EQUITY 

Current liabilities: 

Notes payable (Note 7) 

Accounts payable and accrued accounts (Note 8) 

Current maturities of long-term debt (Note 9) 

Income taxes accrued 

$ 337 

1,664 

60 

242 

$ 494 
1,174 
112 
191 

Total current liabilities 

2,303 

1,971 

Long-term debt (less current maturities) (Note 9) 

1,666 

1,039 

Other noncurrent liabilities_ 

347 

221 

Deferred income taxes — ~~ 

643 

593 

Commitments and contingencies (Note 11) 

Series A Cumulative Preferred Stock (Note 12) 

342 

342 

Series B Cumulative Preferred Stock — net (Note 12) 

288 


$2.25 Convertible Preferred Stock (Note 13) 


_ 

Common stockholders’ equity: 

Common Stock — net (Note 13) 

Paid-in capital (Note 13) 

Cumulative translation adjustments (Note 14) 

Earnings retained (Note 9) 

277 

553 

(51) 

3,987 

255 

215 

3,457 

Total common stockholders’ equity_ 

4,766 

3,927 


$10,355 

$8,096 
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R.J. Reynolds Industries, Inc. 

Notes to Consolidated Financial Statements 


(Dollars in Millions Except Per Share Amounts) 


Note 1 

Excise Taxes 

Net sales and revenues include excise taxes on 
tobacco, spirits and wines, and petroleum prod¬ 
ucts as indicated in the following table: 



1982 

1981 

1980 

Tobacco 

$1,982 

$1,915 

$1,895 

Foods and beverages 

179 

— 

— 

Energy 

8 

11 

10 


$2,169 

$1,926 

$1,905 


Note 2 

Nonrecurring items 

On April 30,1982, the Company was awarded 
$180 million in cash (including interest) as com¬ 
pensation in an arbitration proceeding arising from 
the 1977 nationalization of the Company’s oil busi¬ 
ness in Kuwait and in the Divided Zone between 
Kuwait and Saudi Arabia. The award, $173 million 
after deducting associated fees and expenses, was 
recorded as a nonrecurring gain in the second 
quarter. The gain contributed 86 cents to 1982 
earnings per share after provisions for federal and 
other income taxes. 

During the fourth quarter of 1980, the carrying 
cost of eight SL-7 containerships and related 
equipment was written down to estimated net real¬ 
izable value pending the sale of these assets to the 
U.S. Department of the Navy. (See Note 6.) The 
write-down, net of related income tax benefits, 
decreased 1980 earnings per share by 13 cents. 


Note 3 

Cash and Short-term Investments 

At December 31,1982 and 1981, cash and short¬ 
term investments, valued at cost (approximate 
market), totaled $313 million and $255 million, 
respectively, of which $31 million and $194 million, 
respectively, was classified on the balance sheet in 
the caption entitled “Capital construction fund,” 
pending deposit in the fund. (See Note 6.) 

The Company’s cash balances include demand 


deposits maintained in the form of compensating 
balances with domestic banks covering both out¬ 
standing borrowings and future credit availability 
to meet short-term financial needs. The Com¬ 
pany’s cash needs for its daily operations generally 
exceed compensating balance amounts. The 
compensating balances represent, on the average, 
approximately 5 percent of unused lines of credit 
and approximately 10 percent of outstanding bor¬ 
rowings drawn down under these arrangements. 
(See Note 7.) 

Note 4 
Inventories 

The major classes of inventory and the amount 
of each at December 31 were: 



1982 

1981 

Leaf tobacco 

$1,627 

$1,422 

Manufactured products 

736 

701 

Bulk whiskey and wine 

186 

110 

Excise tax on manufactured products 

108 

Petroleum products 

8 

16 

Raw materials 

245 

240 

Expenditures on growing crops 

49 

56 

Other materials and supplies 

168 

149 


$3,127 

$2,694 


At December 31,1982 and 1981, $2,086 million 
and $1,826 million, respectively, of the inventory 
was valued by the LIFO method. The balance of 
the inventory was valued by various other 
methods, principally FIFO. 

The current cost of inventories at December 31, 
1982 and 1981 was greater than the amounts at 
which these inventories were carried on the bal¬ 
ance sheets by $1,579 million and $1,396 million, 
respectively. 
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Notes 

Property, Plant and Equipment 

Components of property, plant and equipment 
at December 31 are shown in the table below: 



1982 

1981 

Land and land improvements 

$ 244 

$ 152 

Buildings and leasehold improvements 

766 

456 

Machinery and equipment 

1,612 

1,190 

Vessels, containers and other marine equipment 
Energy leasehold properties, related 

1,588 

1,641 

equipment and facilities 

1,813 

1,494 

Construction-in-process 

338 

334 


6,361 

5,267 

Less depreciation, depletion and amortization 

2,145 

1,817 

Net property, plant and equipment 

$4,216 

$3,450 


Note 6 

Capital Construction Fund 

In the second quarter of 1982, the U.S. Depart¬ 
ment of the Navy exercised its option, pursuant to 
an agreement reached in August 1981, to purchase 
the two remaining SL-7 containerships for $65 mil¬ 
lion. Under the same agreement, the Navy had 
previously acquired six SL-7 containerships and 
related equipment in 1981 for $203 million. (See 
Note 2.) 

Under the terms of the sale agreement, the net 
proceeds from these sales are required to be de¬ 
posited in a “Capital construction fund” (CCF). At 
December 31,1982, the CCF balance included 
cash to be deposited (see Note 3) and accounts 
receivable of the Company held as qualified 
investments by the fund. 

Generally, the Merchant Marine Act of 1936 
allows for the deferral of payment of U.S. federal 
income taxes resulting from the tax gain on the 
sale and any earnings of the CCF. Provision for 
$101 million of deferred income taxes, arising as a 
result of the differences between book and tax 
depreciation on the vessels sold and the earnings 
of the CCF, has been made. In the event that the 


CCF is used for purposes other than the construc¬ 
tion or acquisition of vessels built in U.S. shipyards, 
income taxes previously deferred will become 
currently payable. 

Note 7 

Notes Payable and Related Information 

Notes payable consists of the following at 
December 31: 



1982 

1981 

Commercial paper 

$130 

$206 

Notes payable, principally to foreign banks 

207 

288 


$337 

$494 


These short-term bank borrowings are at rates 
which, for the most part, approximate the prime 
commercial interest rate prevailing at the dates of 
borrowing and are generally made in the form of 
demand notes under lines of credit established as 
part of the Company’s banking arrangements. 
Unused lines of credit at December 31,1982 and 
1981 were $816 million and $460 million, respec¬ 
tively. Of these lines, at December 31,1982, $776 
million was in the form of seasonal operating credit 
facilities (including $507 million to support out¬ 
standing commercial paper) and $40 million was in 
the form of revolving credit agreements extending 
until April 30,1984. (See Note 9.) 

Note 8 

Accounts Payable and Accrued Accounts 

Accounts payable and accrued accounts consist 
of the following at December 31 : 



1982 

1981 

Trade accounts 

Excise tax 

Other accruals and payables 

$ 484 

185 

995 

$ 351 
92 
731 


$1,664 

$1,174 
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Note 9 

Long-term Debt 


< 

December 31,1982 

December 31,1981 


Due Within 

Due After 

Due Within 

Due After 


One Year 

One Year (4) 

One Year 

One Year 

Long-term debt consists of the following: 

7%% Debentures, with annual sinking fund payments through 1994 (reduced by 
$5 million of such debentures held by the Company on both December 31,1982 
and 1981, for future sinking fund requirements) 

' $- 

$ 55 

$ - 

$ 60 

7%% Debentures, due February 1,2001, annual sinking fund payments began in 1982 
(reduced by $21 million and $26 million of such debentures held by the Company on 
December 31,1982 and 1981, respectively, for future sinking fund requirements) 

mamm 

74 

— 

74 

8% Debentures, due January 15,2007, with semi-annual sinking fund payments 
beginning in 1988 

— 

150 

— 

150 

13.35% Sinking Fund Debentures, due October 1,2012, with annual sinking fund 
payments beginning in 1993 

— 

200 

— 

— 

7'/ 2 % Notes, due November 18,1982 

— 

~~ 

32 

' 

8%% Notes, due February 15,1985 

— 

90 

— 

— 

10 7 /e% Notes, due October 15,1988 

— 

100 

— 

— 

12%% Guaranteed Notes, due October 1,1989 

— 

100 

— 

— 

1074% Notes, payable annually through 1990 

5 

35 

5 

40 

10.45% Notes, due May 15,1990 

— 

150 

. 

150 

Zero Coupon Guaranteed Notes, due February 19,1992, effective 
interest rate 14.64%, net of discount of $285 million at December 31,1982 

— 

115 

— 

— 

8.9% Notes, due October 1,1996, annual prepayments began in 1981 (1) 

6 

81 

6 

88 

Revolving credit agreements with various banks, due April 30,1984 (2) 

— 

300 

— 

250 

Capitalized lease obligations 

11 

103 

11 

87 

Other indebtedness with various interest rates and maturities (3) 

38 

113 

58 

140 


$60 

$ 1,666 

$ 112 

$ 1,039 


(1) The terms of the Company’s 8.9% Notes place certain restrictions on dividend payments. At December 31,1982, $2.62 billion of earnings re¬ 
tained were unrestricted. 

(2) The Company has revolving credit agreements with various banks expiring April 30,1984 under which it may borrow up to $340 million, with 
interest at the prime rate or at the London Interbank Offered Rate plus 1 2 3 4 /s of 1 percent subject to adjustment for Federal Reserve costs for Eu ¬ 
rodollar borrowings, whichever is less. Under these agreements, the Company is obligated to pay a commitment fee of % of 1 percent on the 
unused balance. At December31,1982 and 1981, these agreements supported $300 million and $250 million, respectively, of short-term notes 
and commercial paper, respectively, which were classified as long-term debt based upon the Company’s intention to continue that amount of 
debt in some form for more than one year. 

In January 1983, the Company issued $100 million of 9 5 /s% Notes, due January 15, 1985 and $100 million of 9 3 A% Notes, due January 
15,1986. The net proceeds of these issues were used to reduce the $300 million of short-term notes which were classified as long-term 

debt at December 31,1982. 

(3) Included in “Other" is $9 million of 472% Convertible Subordinated Debentures. Each $1,000 principal amount of the 472% Convertible Subor¬ 
dinated Debentures is convertible into 3.597 shares of Series B Cumulative Preferred Stock and 9.266 shares of Common Stock. (See Notes 

12 and 13.) 

(4) The payment schedule of debt due after one year is as follows: 1984 - $149; 1985 - $232; 1986 - $138; and 1987 - $39. 






















Note 10 

Provision for Income Taxes 

The provision for income taxes consists of the 
following: 



1982 

1981 

1980 

Current: 




Federal 

$511 

$429 

$278 

State 

65 

58 

49 

Foreign 

65 

47 

58 


641 

534 

385 

Deferred: 




Federal 

76 

82 

74 

State 

11 

7 

7 

Foreign 

12 

10 

3 


99 

99 

84 

Provision for income taxes 

$740 

$633 

$469 


Deferred income tax expense results from timing 
differences in the recognition of revenue and 
expense for book and tax purposes. The sources 
of these differences and the tax effect of each were 
as follows: 



1982 

1981 

1980 

Excess of tax over book depreciation 
Intangible drilling and 

$52 

$50 

$23 

development costs 

34 

23 

22 

Various other items 

13 

26 

39 

Deferred income taxes 

$99 

$99 

$84 


Pre-tax income for domestic and foreign opera¬ 
tions is shown in the following table: 

1982 

1981 

1980 

Domestic (includes U.S. exports) $1,196 

Foreign* 414 

$1,197 

204 

$ 916 
223 

$1,610 

$1,401 

$1,139 


* Pre-tax income of foreign operations is earnings of ail operations 
located outside the United States, some of which may also be cur¬ 
rently subject to U.S. tax jurisdiction. Foreign pre-tax income in 1982 
includes the Kuwait settlement. (See Note 2.) 


The differences between the effective tax rates 
and the statutory U.S. federal income tax rate are 
explained as follows: 



1982 

1981 

1980 

Income tax computed at statutory 




U.S. federal income tax rate @ 46% 

$740 

$644 

$524 

Taxes on foreign operations in excess 




of (less than) the statutory U.S. 




federal income tax rate 

1 

(11) 

(35) 

State taxes, net of federal benefit 

41 

35 

31 

Investment tax credit 

(38) 

(31) 

(69) 

Miscellaneous items 

(4) 

(4) 

18 

Provision for income taxes 

$740 

$633 

$469 

Effective tax rate 

46.0% 

45.2% 

41.2% 


At December 31,1982, there were $778 million of 
accumulated and undistributed earnings of foreign 
subsidiaries and earnings of domestic interna¬ 
tional sales corporations for which no provision for 
U.S. federal income taxes has been made. These 
undistributed earnings are intended to be rein¬ 
vested indefinitely or received substantially free of 
additional tax. 

There are a number of issues pending as a result 
of Internal Revenue Service audits. The resolution 
of these issues is not expected to have a material 
adverse effect on the Company’s financial position. 

Note 11 

Commitments and Contingencies 

Accounts receivable outstanding from the 
government-owned monopoly in Iran, with respect 
to shipments made of tobacco products prior to 
1982, totaled approximately $37 million at 
December 31,1982. Collection of the amounts 
outstanding is being actively pursued and man¬ 
agement believes that the matter will be resolved 
with no material adverse effect on the Company’s 
financial position. 

There are certain claims and pending actions 
against the Company and its subsidiaries which in 
the aggregate are not expected to have any mate¬ 
rial adverse effect on the Company’s financial 
position. 








































Note 12 

Redeemable Preferred Stocks 

Series A Cumulative Preferred Stock 

In connection with the 1979 Del Monte Corpora¬ 
tion merger, the Company issued 7,053,478 shares 
(authorized 7,053,660 shares) of Series A Cumula¬ 
tive Preferred Stock (the Series A Stock) without 
par value, stated value of $48.50. The terms of the 
Series A Stock provide for redemption by the 
Company, pursuant to a mandatory sinking fund, 
at a redemption price of $48.50 per share plus any 
accrued dividends, in an amount equal to approx¬ 
imately one-seventh of the amount of such shares 
issued in connection with the merger in each year 
commencing on March 1,1985. The Company has 
the noncumulative option to double the amount 
redeemed pursuant to such mandatory redemp¬ 
tion in any year. 

Each share of the Series A Stock entitles the 
holder to receive cumulative dividends, payable 
quarterly, at the rate of $4.10 per annum. The Se¬ 
ries A Stock ranks senior to the Common Stock, 
and on a parity with the outstanding Series B 
Cumulative Preferred Stock as to dividends, and 
upon liquidation entitles the shareholder to receive 
$48.50 per share plus accrued dividends before 
any distribution upon liquidation is made to 
holders of a junior stock. 

Each share entitles the holder to three-quarters 
of one vote on all matters on which holders of the 
Common Stock have the right to vote, voting 
together with all other shares entitled to vote and 
not as a class. 

Dividends on the Series A Stock amounted to 
$29 million in each of the past three years. 

Series B Cumulative Preferred Stock 

In connection with the Heublein merger (see 
Note 17), the Company issued 2,865,178 shares of 
the Series B Cumulative Preferred Stock (the Se¬ 
ries B Stock). The terms of the Series B Stock pro¬ 
vide for redemption of 327,375 shares per year by 
the Company, pursuant to a mandatory sinking 
fund, at a redemption price of $100 per share plus 
any accrued dividends beginning November 1, 
1989. The Company has the noncumulative option 
to double the amount redeemed pursuant to such 
mandatory redemption in any year. Also beginning 
November 1,1989, the Company can elect to 


redeem the remaining Series B Stock, in addition 
to the mandatory redemption requirement, in 
whole or in part, at an optional redemption price of 
$100 plus the annual dividend together with any 
accrued dividends. Such optional redemption 
price will be reduced by 20 percent of the annual 
dividend on each subsequent November 1, declin¬ 
ing to $100 plus accrued dividends on November 1, 
1994 and thereafter. 

Each share of the Series B Stock entitles the 
holder to receive cumulative dividends, payable 
quarterly, at the rate of $11.50 per annum. The Se¬ 
ries B Stock ranks senior to the Common Stock, 
and on a parity with the outstanding Series A 
Stock as to dividends, and upon liquidation entitles 
the shareholder to receive $100 per share plus 
accrued dividends if such liquidation was involun¬ 
tary, and $111.50 upon a voluntary liquidation prior 
to November 1,1989, and thereafter at the optional 
redemption price then applicable (see above) 
before any distribution upon liquidation is made to 
holders of a junior stock. 

Each share entitles the holder to one vote on all 
matters on which holders of the Common Stock 
have the right to vote, voting together with all other 
shares entitled to vote and not as a class. 

Dividends on the Series B Stock amounted to $7 
million in 1982. 

The following table summarizes changes in the 
Series B Stock during 1982: 



Shares 

Amount 

Series B Cumulative Preferred Stock — 
without par value ($100 stated value — 
authorized 2,917,115 shares at 

December 31,1982*): 

Shares issued for Heublein merger 

2,865,178 

$287 

Shares issued upon conversion of 4'/2% 
Convertible Subordinated Debentures 

15,404 

1 

Less treasury stock held to meet 
future sinking fund requirements 

2,880,582 

1,572 

288 

Balance at end of year 

2,879,010 

$288 


*Of the authorized but unissued shares of Series B Stock at December 
31,1982, 32,595 shares were reserved for use upon conversion of the 
outstanding 4Vfe% Convertible Subordinated Debentures. 
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Note 13 

Common Stock and Redemption of the $2.25 
Convertible Preferred Stock 

On August 31,1982, the Company called for 
redemption of all shares of the $2.25 Convertible 
Preferred Stock (the Preferred Stock) outstand¬ 
ing as of October 1,1982, at $50 per share plus 
accrued dividends. Prior to redemption, each 
share of the Preferred Stock was convertible into 
three shares of the Company’s Common Stock on 


surrender of the preferred share and payment of 
$22 in cash. Upon conversion, the cash proceeds 
and the stated value of the converted preferred 
shares, less the stated value of the common shares 
issued, was credited to paid-in capital. 

in connection with the Heublein merger (see 
Note 17), the Company issued 7,384,727 shares of 
Common Stock on October 12,1982. 



1982 


1981 


1980 



Shares 

Amount 

Shares 

Amount 

Shares 

Amount 

$2.25 Convertible Preferred Stock — without par value 

($10.57 stated value): 

Balance at beginning of year 

Shares converted into Common Stock 

Redemption of shares 

280,977 

(257,183) 

(23,794) 

$ 3 
(3) 

355,798 

(74,821) 

$ 4 
(1) 

1,282,828 
(927,030) 

$ 14 
(10) 

Balance at end of year 

— 

$ - 

280,977 

$ 3 

355,798 

$ 4 

Common Stock— no par ($2.50 stated value — authorized 
150,000,000 shares at December 31,1982*): 

Balance at beginning of year 

104,583,494 

$262 

104,359,031 

$261 

101,577,941 

$254 

Shares issued upon conversion of 
$2.25 Convertible Preferred Stock 

771,549 

2 

224,463 

1 

2,781,090 

7 

Shares issued for Heublein merger 

7,384,727 

18 

—— 



Shares issued upon conversion of 4 ’/ 2 % Convertible 
Subordinated Debentures 

39,773 







112,779,543 

282 

104,583,494 

262 

104,359,031 

261 

Less Treasury Common Stock: 

Balance at beginning of year 

(228,609) 

(7) 

(260,490) 

(8) 

(310,974) 

(9) 

Sales upon exercise of stock options, SARs and deferred 
stock credits paid under the Management Incentive Plan 
and awards of stock, net 

45,600 

2 

31,881 

1 

50,484 

1 


(183,009) 

(5) 

(228,609) 

(7) 

(260,490) 

(8) 

Balance at end of year 

112,596,534 

$277 

104,354,885 

$255 

104,098,541 

$253 

Paid-in capital: 

Balance at beginning of year 

Net proceeds from conversion of 
$2.25 Convertible Preferred Stock 

Excess of total value of common shares issued for 

Heublein merger over stated value 

Other 


$215 

6 

330 

2 


$213 

2 


$190 

23 

Balance at end of year 


$553 


$215 


$213 


Of the authorized but unissued shares of Common Stock at December 31, 1982, 83,873 shares were reserved for use upon conversion of the 
outstanding 4y 2 % Convertible Subordinated Debentures. 









































The Company has three stock option plans that 
provide for the granting of options to purchase 
shares of the Company’s Common Stock to 
certain officers and other employees. The optio.n 
price for outstanding options is the average quoted 
market price on the date of the grant. Options 
granted which subsequently lapse or are canceled 
are added back to the shares authorized for future 
options. 

Under the 1977 Stock Option Plan, the maximum 
number of shares of the Company’s Common 
Stock that may be granted is 2,500,000 and indi¬ 
vidual grants are limited to 100,000 shares. The 
options, which expire in 10 years, are exercisable 
in cumulative annual installments of 25 percent of 
the optioned shares beginning one year from the 
date of grant. The Plan also provides for granting 
of stock appreciation rights (SARs) to holders of 
options under this Plan and the Career Executive 
Stock Plan. SARs may be exercised for stock, cash 
or any combination thereof. When SARs are exer¬ 
cised, the related stock options are surrendered 
and may not be granted again. The value of the 
SARs exercised is equal to the difference between 
the exercise price and the average quoted market 
price of the Company’s Common Stock on the 
date of exercise. As of December 31,1982, there 
were 1,407,487 options outstanding under the 1977 
Stock Option Plan with expiration dates ranging 
from September 15,1987 to July 16,1991. The 
average exercise price of such options was $37.53, 
and such options were held by a total of 448 
optionees. 

Under the Career Executive Stock Plan, the max¬ 
imum number of shares of the Company’s Com¬ 
mon Stock that may be granted is 1,200,000 and 
individual grants are limited to 60,000 shares. The 
Plan permits the granting of nonqualified options 
(as defined in the Internal Revenue Code) that may 
run for periods of up to 10 years. No option may be 
exercised prior to one year after the date of grant. 


As of December 31,1982, there were 129,669 non¬ 
qualified options/SARs outstanding under the 
Career Executive Stock Plan with expiration dates 
ranging from May 1,1984 to January 21,1992. The 
average exercise price of such options/SARs was 
$31.65 and such options/SARs were held by a total 
of 50 optionees. 

Under the 1982 Long-Term Incentive Plan, 
approved by the stockholders at the 1982 annual 
meeting, the maximum number of shares of the 
Company’s Common Stock that may be granted is 
5,000,000 and individual grants are limited to 
250,000 shares. The Plan permits the granting of 
incentive awards in the forms of incentive stock 
options (ISOs), other stock options and SARs, The 
ISOs, and other options not designated as ISOs, 
may be granted for periods of up to 10 years and 
may not be exercised prior to one year from the 
date of grant. The SARs granted under the Plan 
may, but need not be, granted in conjunction with 
other stock options. No SARs granted under the 
Plan may be exercised in less than one year or 
more than 10 years after the date of grant. As of 
December 31,1982, there were 231,500 ISOs and 
231,500 other stock options/SARs outstanding 
under the 1982 Long-Term Incentive Plan with 
expiration dates ranging from June 17,1987 to 
November 18,1992. The average exercise price 
under the Plan was $46.20, and such options were 
held by 382 participants. 

Under all plans, no charges or credits to earn¬ 
ings are made at the time of either granting or 
exercising an option. Compensation expense is 
accrued for options with SARs over the period they 
become exercisable, based upon the amount by 
which the market value of the Company’s Com¬ 
mon Stock exceeds the option price at the date of 
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determination, and is adjusted in subsequent 
reporting periods for increases or decreases in the 
market value of the stock. 


The following table summarizes the changes in 
options outstanding and related price ranges 
for shares of the Company’s Common Stock 
under options: 




1982 

1981 

1980 

Options: 

Outstanding at beginning of year 

2,093,666 

1,862,523 

1,858,050 

Granted under Career Executive Stock Plan 

5,000 

4,000 

31,172 

Granted under 1977 Stock Option Plan 

— 

525,267 

449,664 

Granted under 1982 Long-Term Incentive Plan 

468,600 

— 

— 

Options/SARs exercised 

(505,803) 

(229,118) 

(404,313) 

Canceled and surrendered 

(61,307) 

(69,006) 

(72,050) 

Outstanding at end of year 

2,000,156 

2,093,666 

1,862,523 

Price Ranges: 

Outstanding at beginning of year 

$21.72-47.69 

$21.72-46.50 

$21.72-34.38 

Granted under Career Executive Stock Plan 

43.94 

46.56 

35.13-39.81 

Granted under 1977 Stock Option Plan 

— 

43.19-47.69 

35.13-46.50 

Granted under 1982 Long-Term Incentive Plan 

46.19-51.25 

— 

— 

Options/SARs exercised (market prices ranged from $42.56-56.13 
in 1982, from $43.00-52.44 in 1981 and $30.13-4713 in 1980) 

21.72-47.69 

21.72-39.81 

21.72-33.16 

Canceled and surrendered 

30.47-47.69 

29.53-46.50 

28.78-39.81 

Outstanding at end of year 

$21.72-51.25 

$21.72-47.69 

$21.72-46.50 


At December 31,1982, options were exercisable as to 874,503 shares, compared with 955,802 shares at December 31,1981 and 773,138 shares at 
December 31,1980. As of December 31,1982, options for 5,037,170 shares of the Company’s Common Stock were available for future grants. 


Note 14 

Cumulative Translation Adjustments 

In accordance with Statement of Financial 
Accounting Standards No. 52, “Foreign Currency 
Translation,” adjustments resulting from the 
translation of foreign currency financial statements 
and certain foreign currency transactions are 
accumulated in a separate component of stock¬ 
holders’ equity captioned “Cumulative translation 
adjustments.” The analysis of the changes in this 
account during 1982 is shown below: 


Effect of restatement to a current rate basis on January 1 $(23) 

Translation and other adjustments (30) 

Related income taxes 2 


Balance at end of year $(51) 


Note 15 
Leases 

Most leases are used in the transportation busi¬ 
ness, principally for vessels, truck terminals, port 
facilities and related equipment, and in the foods 
and beverages business, primarily for machinery, 
trucks, trailers and warehouses. Certain leases 


contain ordinary renewal options, although some 
container equipment leases provide for bargain 
renewal options extending over the economic life 
of the property. Some leases, principally those 
covering truck terminals and port facilities, contain 
escalation clauses based on the lessor’s operating 
costs. Certain port facility and equipment leases 
call for contingent rentals based on usage. Many of 
these leases are noncancelable operating leases 
relating to port facilities, trucks and trailers. 

Property, plant and equipment accounts at 
December 31 include the following amounts for 
capital leases: 



1982 

1981 

Buildings and leasehold improvements 

$ 36 

$ 16 

Machinery and equipment 

Vessels, containers and other marine 

32 

30 

equipment (1) 

85 

85 


153 

131 

Less amortization (2) 

45 

38 


$108 

$ 93 


(1) Includes $58 million and $62 million for 1982 and 1981, respectively, 
attributable to certain leasing activities with less than 50-percent- 
owned affiliates in the Company’s transportation business. 

(2) Lease amortization is included in depreciation expense. 
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At December 31,1982, obligations to make future 
minimum lease payments were as follows: 



Capital 

Leases 

Non- 

cancelable 

Operating 

Leases 

Total 

1983 

$ 24 

$ 97 

$121 

1984 

22 

66 

88 

1985 

20 

53 

73 

1986 

18 

45 

63 

1987 

17 

40 

57 

Thereafter 

117 

314 

431 

Total minimum lease payments 

218 

$615 

$833 

Executory costs 

(1) 



Amount representing interest 

(103) 




Capitalized lease obligations 
(see Note 9) $ 114 


Minimum future sublease rentals receivable 
under capital leases and noncancelable operating 
leases at December 31,1982 amounted to $3 mil¬ 
lion and $5 million, respectively. Rental expense 
for all operating leases, cancelable and noncan¬ 
celable, consisted of: 



1982 

1981 

1980 

Minimum rentals 

$269 

$188 

$183 

Contingent rentals 

32 

32 

33 

Sublease rental income 

(5) 

(5) 

(5) 


$296 

$215 

$211 


Note 16 
Pension Plans 

The Company provides retirement benefits for 
substantially all of its regular full-time employees, 
including certain employees in foreign countries, 
through Company-administered plans and plans 
administered under collective bargaining 
agreements. 

Pension expense for 1982,1981 and 1980 was 
$114 million, $100 million and $84 million, respec¬ 
tively. The Company’s policy with respect to 
Company-administered plans is to fund pension 
costs accrued. Past service costs are amortized 
over a 30-year period. 

The following table presents information regard¬ 
ing the financial condition of the Company’s 


domestic defined benefit plans, as estimated by the 
Company’s consulting actuary, as of the most 
recent valuation dates, December 31,1981 (includ¬ 
ing Heublein’s plans) and 1980: 



Calculated 
using current 
salary levels 
of plan 
participants 

Calculated 
using actuarial 
projections of 
future salary 
increases 


1981 

1980 

1981 

1980 

Actuarial present value of 
accumulated plan benefits* 
Vested 

Non-vested 

$624 

122 

$513 

99 

$ 925 
242 

$721 

188 


$746 

$612 

$1,167 

$909 

Net assets available for 
benefits (market value) 

$866 

$709 

$ 866 

$709 


*The assumed rate of return used in determining the actuarial present 
value of accumulated plan benefits in both 1981 and 1980 was 8 
percent. 


The Company’s foreign pension plans are not 
required to report to U.S. government agencies 
pursuant to ERISA and do not otherwise determine 
the actuarial value of accumulated benefits in the 
same manner as those calculated and disclosed 
above. For those plans, it is estimated that the 
value of vested benefits does not differ materially 
from the total assets and related balance sheet 
accruals. 

In addition, the Company makes payments 
under the terms of various collective bargaining 
agreements to provide welfare benefits, including 
pension benefits, for covered employees. At the 
present time, the Company does not have suffi¬ 
cient information to accurately determine the fi¬ 
nancial condition of these plans or the amount of 
these payments used to fund the pension benefits. 
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Note 17 
Acquisition 

On July 29,1982, the Company, its subsidiary, 

R.J. Reynolds Tobacco Company and Heublein, 

Inc. entered into an Agreement of Merger provid¬ 
ing for the merger of Heublein into Reynolds 
Tobacco. Under the terms of the merger, Reynolds 
Tobacco acquired 57.2 percent of the Heublein 
capital stock for cash of $63 per share pursuant to 
a cash tender offer on August 20,1982 and a sub¬ 
sequent contractual purchase. Each share of the 
remaining Heublein capital stock was converted, 
on October 12,1982, into .644 of a share of the 
Company’s Common Stock and one-quarter of a 
share of the Company’s new Series B Cumulative 
Preferred Stock. (See Notes 12 and 13.) The total 
cost of the merger, which was accounted for as a 
purchase, was $1.36 billion. The consolidated 
results of the Company include the operations of 
Heublein since August 20,1982, reduced for minor¬ 
ity interest for the appropriate period. 

Heublein is engaged in the production and dis¬ 
tribution of distilled spirits and wines, in the operat¬ 
ing and franchising of quick-service restaurants, 
and in the production and distribution of other 
foods products. 

The effects of the Heublein merger on the 1982 
Consolidated Statement of Changes in Financial 
Position are shown in the following table: 


Acquisition: 

Current assets $ 563 

Property, plant and equipment 505 

Cost in excess of net assets acquired 291 

Other assets (principally trademarks) and deferred charges 436 

Current liabilities (286) 

Other liabilities_ (154) 

Total funds required for acquisition of Heublein, Inc. 1,355 

Le ss ca sh an d short-term inves tm ents 60 

Net funds required for acquisition $1,295 


The unaudited pro forma combined results of 
operations shown in the following table assume 
that the Heublein merger had taken place as of the 
beginning of the periods presented. 



1982 

1981 

Net sales and revenues 

$14,366 

$13,797 

Net earnings 

893 

800 

Net earnings per common share 

7.40 

6.56 
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REPORT OF 
MANAGEMENT 


To the Shareholders of 
R.J. Reynolds Industries, Inc. 

The management of R.J. Reynolds Industries, 
Inc. is responsible for all information and represen¬ 
tations contained in the financial statements. The 
Company’s financial statements have been pre¬ 
pared in accordance with generally accepted 
accounting principles and are based on manage¬ 
ment’s best estimates and judgment. 

The Company’s independent auditors, Ernst & 
Whinney, were engaged to perform an examina¬ 
tion of the consolidated financial statements. Their 
examination provides an objective outside review 
of management’s responsibility to report operating 
results and financial condition. Working with our 
internal auditors, they review and make tests as 
appropriate of the data included in the financial 
statements. 

The Company has a system of internal account¬ 
ing controls which is designed to provide reason¬ 
able assurance that assets are safeguarded, 
transactions are executed in accordance with 
management’s authorization and financial records 
are reliable as a basis for preparation of financial 
statements. This system includes the selection and 
training of qualified personnel, an organizational 
structure which provides appropriate delegation of 
authority and segregation of responsibility, the 
establishment and dissemination of policies and 
procedures throughout the organization, and an 
extensive internal audit program. 

The Board of Directors of the Company has an 
Audit Committee composed of five directors who 
are neither officers nor employees of the Com¬ 
pany. The Audit Committee meets on a regular 
basis with representatives from management, the 
internal auditors and the independent auditors, 
reviews audit plans and results, recommends the 
appointment of the independent auditors, and 
reviews and provides general direction for the 
Company’s audit activities. The independent audi¬ 
tors and the internal auditors have free access to 
the Audit Committee without the presence of man¬ 
agement representatives when deemed appro¬ 
priate by the Committee. 



Chairman and 
Chief Executive Officer 
February 10,1983 



Vice Chairman 
of the Board 


REPORT OF ERNST WHINNEY, 
INDEPENDENT AUDITORS 

R.J. Reynolds Industries, Inc. 

Its Directors and Stockholders 

We have examined the consolidated balance 
sheets of R.J. Reynolds Industries, Inc. and subsid¬ 
iaries as of December 31,1982 and 1981, and the 
related consolidated statements of earnings and 
earnings retained and changes in financial position 
for each of the three years in the period ended 
December 31,1982. Our examinations were made 
in accordance with generally accepted auditing 
standards and, accordingly, included such tests of 
the accounting records and such other auditing 
procedures as we considered necessary in the 
circumstances. 

In our opinion, the financial statements referred 
to above present fairly the consolidated financial 
position of R.J. Reynolds Industries, Inc. and sub¬ 
sidiaries at December 31,1982 and 1981, and the 
consolidated results of their operations and the 
changes in their consolidated financial position for 
each of the three years in the period ended 
December 31,1982, in conformity with generally 
accepted accounting principles applied on a con¬ 
sistent basis. 



Winston-Salem, North Carolina 
February 10,1983 
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R.J. Reynolds Industries, Inc. 

Lines of Business Data 

The Company classifies its operations into four 
principal lines of business which are described in 
Management’s Discussion and Analysis, beginning 
on page 26 of this report. Summarized financial 
information for these operations for each of the 
past five years is shown in the following tables. For 


these tables and those on the following page, the 
domestic and international tobacco operations, 
which had previously been reported separately, 
have been combined under a single line of busi¬ 
ness. Prior years have been restated to reflect 
this change. 


(Dollars in Millions) 

1982 

1981 

1980 

1979 

1978 

For the Years Ended December 31 

Capital Expenditures 

Tobacco 

$ 226 

$ 166 

$ 121 

$ 78 

$ 68 

Foods and beverages 

118 

90 

83 

69 

5 

Transportation 

102 

80 

381 

276 

163 

Energy 

350 

392 

278 

236 

130 

Other businesses 

17 

18 

13 

13 

6 

Corporate 

16 

24 

22 

12 

11 

Consolidated capital expenditures 

$ 829 

$ 770 

$ 898 

$ 684 

$ 383 

At December 31 

Assets 

Tobacco 

$ 3,071 

$2,713 

$2,193 

$2,002 

$1,961 

Foods and beverages 

2,631 

1,582 

1,552 

1,366 

97 

Transportation 

1,283 

1,370 

1,688 

1,429 

1,226 

Energy 

1,501 

1,579 

1,272 

1,053 

922 

Other businesses 

171 

134 

96 

88 

80 

Corporate* 

1,698 

718 

554 

484 

330 

Consolidated assets 

$10,355 

$8,096 

$7,355 

$6,422 

$4,616 

For the Years Ended December 31 

Depreciation, Depletion and 

Amortization Expense 

Tobacco 

$ 75 

$ 60 

$ 53 

$ 53 

$ 52 

Foods and beverages 

65 

37 

33 

27 

3 

Transportation 

92 

110 

103 

94 

90 

Energy 

229 

164 

158 

125 

71 

Other businesses 

9 

8 

6 

5 

4 

Corporate 

20 

13 

10 

8 

6 

Consolidated depreciation, 

depletion and amortization expense 

$ 490 

$ 392 

$ 363 

$ 312 

$ 226 


* All cash, security investments and certain intangible assets are included in the “Corporate” category. The amount of intangible assets included in 
“Corporate” by line of business for 1982, 1981,1980,1979 and 1978 is as follows: Tobacco - $23 million, $22 million, $20 million, $21 million and 
$22 million, respectively: Foods and beverages - $806 million, $164 million, $165 million, $167 million and $55 million, respectively: 
Transportation - $85 million for each year; and Other businesses - $6 million for 1982. 
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R.J. Reynolds Industries, Inc. 

Lines of Business Data 


( Dollars in Millions) 

1982 

1981 

1980 

1979 

1978 

For the Years Ended December 31 






Net Sales and Revenues (i) 






Tobacco 

$ 6,655 

$ 6,112 

$ 5,604 

$5,033 

$4,500 

Foods and beverages 

3,156 

2,334 

2,109 

1,834 

281 

Transportation 

1,583 

1,623 

1,414 

1,220 

1,104 

Energy 

1,332 

1,370 

985 

628 

703 

Other businesses 

508 

405 

362 

313 

196 

Intersegment eliminations 

(159) 

(152) 

(120) 

(93) 

(75) 

Consolidated net sales and revenues 

$13,075 

$11,692 

$10,354 

$8,935 

$6,709 

Earnings from Operations ( 2 ) 






Tobacco 

$ 1,160 

$ 1,091 

$ 978 

$ 864 

$ 773 

Foods and beverages 

102 

106 

93 

126 

18 

Transportation 

157 

103 

66 

58 

119 

Energy 

215 

247 

183 

66 

17 

Other businesses 

36 

25 

15 

19 

19 

Other (principally corporate expense) 

(76) 

(68) 

(66) 

(46) 

(39) 

Consolidated earnings from operations 

$ 1,594 

$ 1,504 

$ 1,269 

$1,087 

$ 907 

Funds Provided by Operations ( 3 ) 






Tobacco 

$ 739 

$ 659 

$ 590 

$ 531 

$ 456 

Foods and beverages 

125 

140 

126 

125 

12 

Transportation 

225 

192 

209 

149 

166 

Energy 

487 

353 

315 

199 

136 

Other businesses 

35 

24 

16 

28 

14 

Corporate 

(76) 

(98) 

(85) 

(55) 

(25) 

Consolidated funds provided by operations 

$ 1,535 

$ 1,270 

$ 1,171 

$ 977 

$ 759 


(1) In the table above, sales and revenues by line of business include both sales and revenues to unaffiliated customers and intersegment sales, 
which are accounted for at prices comparable to unaffiliated customer sales. 


(2) Earnings from operations by line of business are earnings before interest and debt expense, other income and expense (mainly items of a fi¬ 
nancial nature), foreign currency gains (losses), general corporate expenses, nonrecurring items and the provision for income taxes. The 
amortization expense of certain intangible assets is included in “Other (principally corporate expense).” 

(3) Included in “Energy” funds provided by operations for 1982 is a $173 million nonrecurring gain relating to the arbitration award paid by the 
government of Kuwait for oil-producing and related properties which were nationalized in 1977. Included in “Other businesses” funds pro¬ 
vided by operations for 1979 is a $12 million nonrecurring gain relating to the sale of the aluminum casting and rolling business in Huntingdon, 
Tennessee. All items which cannot be identified with a specific line of business (principally corporate expense, items of a financial nature and 
the amortization expense of certain intangible assets) are included in “Corporate” funds provided by operations. 
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R.J. Reynolds Industries, Inc. 

Geographic Data 

The following table shows certain financial information relating to 
the Company’s operations in various geographic areas. 


(Dollars in Millions) 

1982 

1981 

1980 

1979 

1978 

For the Years Ended December 31 

Net Sales and Revenues 






United States (i) 

$ 9,036 

$ 7,868 

$ 6,825 

$5,867 

$4,262 

International transportation ( 2 ) 

1,583 

1,623 

1,414 

1,220 

1,104 

Canada 

548 

516 

470 

415 

305 

Europe 

1,173 

1,066 

1,178 

1,010 

651 

Other geographic areas 

Less transfers between 

1,060 

909 

725 

631 

387 

geographic areas 

(325) 

(290) 

(258) 

(208) 

— 

Consolidated net sales and revenues 

$13,075 

$11,692 

$10,354 

$8,935 

$6,709 

Earnings from Operations 






United States 

$ 1,358 

$ 1,363 

$ 1,133 

$ 968 

$ 796 

International transportation ( 2 ) 

157 

103 

66 

58 

119 

Canada 

44 

35 

27 

23 

12 

Europe 

55 

16 

43 

41 

21 

Other geographic areas 

56 

55 

66 

43 

(2) 

Other (principally corporate expense) 

(76) 

(68) 

(66) 

(46) 

(39) 

Consolidated earnings from operations 

$ 1,594 

$ 1,504 

$ 1,269 

$1,087 

$ 907 

At December 31 

Assets 






United States 

$ 5,952 

$ 4,789 

$ 3,991 

$3,527 

$2,498 

International transportation ( 2 ) 

1,283 

1,370 

1,688 

1,429 

1,226 

Canada 

306 

280 

241 

241 

164 

Europe 

503 

467 

463 

402 

286 

Other geographic areas 

613 

472 

418 

339 

112 

Corporate (3) 

1,698 

718 

554 

484 

330 

Consolidated assets 

$10,355 

$ 8,096 

$ 7,355 

$6,422 

$4,616 

Liabilities of the Company’s operations 






located in foreign countries 

$ 950 

$ 708 

$ 563 

$ 466 

$ 325 

Sales and revenues in the above table include both sales to unaffiliated customers and transfers between geographic areas. Transfers between 
geographic areas (which consist principally of fresh and canned fruit from Latin America, Africa and the Philippines transferred to the United 
States and Europe) are generally made at fair market value, less an allowance to compensate the marketing unit for its efforts and expenses in ser¬ 
vicing customers. Identifiable assets are those assets used in the operations of each geographic area and do not necessarily bear a definite rela¬ 
tionship to their earnings from operations because of the transfer of products between areas. All cash, security investments and certain intangible 

assets are included in “Corporate" assets. See footnote (3) below. 





(1) Included in “United States” sales and revenues are export sales of $440 million in 1982, $590 million in 1981, $535 million in 1980, $476 million 
in 1979 and $316 million in 1978. Export sales primarily represent the sale of tobacco products to markets in the Middle East and Far East. 

(2) Because of the nature of international trade, transportation revenues, earnings from operations and assets have not been allocated to the vari- 

ous geographic areas. All owned vessels are U.S.-flag ships. Transportation revenues classified geographically based on port-of-origin are as 

follows: 






(Dollars in Millions) 

1982 

1981 

1980 

1979 

1978 

United States 

$ 731 

$ 768 

$ 672 

$ 551 

$ 495 

Canada 

30 

30 

28 

28 

26 

Europe 

335 

342 

340 

290 

266 

Other geographic areas 

487 

483 

374 

351 

317 


$ 1,583 

$ 1,623 

$ 1,414 

$1,220 

$1,104 

(3) The amount of intangible assets included in “Corporate” 

for 1982,1981,1980, 

1979 and 1978 is $920 million, $271 million, $270 million, $273 


million and $162 million, respectively. See footnote on page 55. 
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R.J. Reynolds Industries, Inc. 

Inflation Accounting 
Data (Unaudited) 


During the last decade, worldwide economies 
have been affected by a period of rapid inflation. In 
an effort to quantify the effects of inflation on busi¬ 
ness enterprises, the Financial Accounting Stan¬ 
dards Board (FASB), in 1979, issued Statement No. 
33, “Financial Reporting and Changing Prices.” In 
December 1982, the FASB issued Statement No. 

70, “Financial Reporting and Changing Prices: 
Foreign Currency Translation,” which amended 
Statement No. 33 to accommodate the changes 
resulting from the issuance of Statement No. 52, 
“Foreign Currency Translation.” For 1982, inflation- 
adjusted information is calculated using the 
“translate-restate” method provided for in State¬ 
ment No. 70. Current cost is measured first in each 
subsidiary’s functional currency, “translated” into 
U.S. dollars at current exchange rates and then 
“restated” into average U.S. dollars using the Con¬ 
sumer Price Index for All Urban Consumers 
(CPI-U) in an effort to capture the effects of U.S. 
general inflation on the foreign net investment. 
Statement No. 70 also eliminated the requirement 
for constant dollar income from continuing opera¬ 
tions and constant dollar net assets for those 
enterprises with significant foreign operations hav¬ 
ing functional currencies other than the U.S. dollar. 

Prior years’ information was calculated based on 
the original provisions of Statement No. 33. 

The current cost column of the “Consolidated 
Statement of Earnings Adjusted for the Effects of 
Changing Prices” table on page 60 combines (1) 
“historical” (as reported) net sales and revenues, 
and expenses of domestic operations restated into 
1982 current dollars as measured by the change in 
specific prices and (2) “historical” net sales and 
revenues, and expenses of foreign operations re¬ 
stated into 1982 U.S. dollars as measured by the 
change in specific prices in the functional currency 






of each operation. For both domestic and foreign 
operations, the primary sources of data to com¬ 
pute current cost of products sold, inventories, and 
property, plant and equipment were indices, direct 
pricing and engineering estimates. 

Depreciation, depletion and amortization 
expense was calculated based on average current 
cost using the straight-line depreciation method 
and the same estimates of useful life and salvage 
value used in preparing the historical cost financial 
statements. 

Approximately 79 percent of the $297 million 
increase in “Costs and expenses” for 1982 is attrib¬ 
utable to the increase in depreciation, depletion 
and amortization expense associated with the cur¬ 
rent cost increase in property, plant and equip¬ 
ment amounts. The remaining portion of the 
increase is primarily attributable to the restatement 
of non-LIFO inventory costs to a current cost 
basis. Cost of products sold, as determined under 
the LIFO method, already approximates average 
current costs. 

The line item “Decrease in current cost of inven¬ 
tories and property, plant and equipment held dur¬ 
ing the year net of general inflation” is the amount 
that the current cost of assets, both domestic and 
foreign (as measured in each functional currency) 
increased or decreased, less the increase that 
would have resulted if prices had changed at the 
same rate as general inflation as measured by the 
CPI-U. For 1982, this amount is a decrease of $4 
million. The net decrease in the current cost of for¬ 
eign net assets resulting from fluctuations in 
exchange rates during 1982 is shown separately in 
the line item “Translation adjustments.” 

When evaluating the inflation data, it should be 
remembered there are inherent limitations due 
to the need for substantial judgments in the esti¬ 
mating process. Readers should not interpret 
this information as indicating that future replace¬ 
ment of assets would occur in the form and 
manner assumed in developing these estimates. In 
the normal course of business, the Company will 
replace its assets over an extended period of time, 
and decisions concerning replacement will be 


made in light of economic, regulatory and compet¬ 
itive conditions existing at the time such decisions 
are made. 

Additionally, current cost information alone 
does not recognize any relationship between cost 
changes and changes in selling prices. Unless 
competitive or regulatory conditions preclude its 
doing so, the Company will attempt to modify 
its selling prices to recognize future cost changes. 

The inflation-adjusted data, limitations 
notwithstanding, provides a basis for some general 
observations as to the Company, which are 
discussed below. 

It is apparent from the inflation data on page 60 
that the effects of inflation on the Company’s 
operations are significant in several respects. One 
of the most important points to note is the increase 
in “Costs and expenses,” which arises primarily 
from the reality that, if the Company were to 
replace its fixed assets in 1982 dollars, a substan¬ 
tially greater capital investment would be required 
with higher related charges for depreciation, 
depletion and amortization. Additionally, the 1982 
effective tax rate increases from 46.0 percent under 
historical cost to 56.4 percent under the current 
cost method. Present tax laws do not allow an 
adjustment for inflation; therefore, the income tax 
amount reflected in the current cost net earnings is 
the same as in the historical cost financial 
statements. 

The Company has long recognized the potential 
effects of inflation and continually strives to reduce 
these effects and the related tax consequences on 
its business. This is evidenced by the fact that 
since 1956, the Company has used the LIFO inven¬ 
tory method for the major portion of its inventories, 
thereby reducing taxes and increasing cash flows. 
In addition, the “Unrealized purchasing power gain 
on net monetary position” shown in the statement 
on page 60 represents the preservation of purchas¬ 
ing power during the year through effective cash 
management. 
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R.J. Reynolds Industries, Inc. 

Consolidated Statement of Earnings Adjusted 
for the Effects of Changing Prices (Unaudited) 

For the Year Ended December 31,1982 



(Dollars in Millions) 

Net sales and revenues 
Costs and expenses <i>: 

Cost of products sold and operating expenses 
Selling, advertising, administrative and general expe nses 

Earnings from operations 

Interest and debt expense 
Other income (expense), net 


As Reported 
in the 
Financial 
Statements 
(Historical C ost) 

$13,075 


Selected Data 
Adjusted for 
Changes in 
Specific Prices 
(Current Co st) 

$13,075 



(1) The amount of depreciation depletion and amortization expense related to items of property, plant and equipment for 1982 was $456 million 
on an historical cost basis and $692 million on a current cost basis. 

(2) At December 31, 1982, current cost of inventory was $4,706 million (historical amount $3,127 million) and current cost of property Dlant 
and equipment, net of accumulated depreciation, was $6,293 million (historical amount $4,216 million). 















R.J. Reynolds Industries, Inc. 

Five-Year Comparison of Selected Supplementary Financial 
Data Adjusted for the Effects of Changing Prices (Unaudited) 

For the Years Ended December 31 


(Dollars in Millions Except Per Share Amounts) 

1982 

1981 

1980 

1979 

1978 

HISTORICAL COST 






INFORMATION AS REPORTED: 

Net sales and revenues 

$13,075 

$11,692 

$10,354 

$ 8,935 

$6,709 

Net earnings 

870 

768 

670 

551 


Net earnings per common share 

7.82 

7.03 

6.12 

5.05 


Net assets at year-end 

IN AVERAGE 1982 DOLLARS: 

5,396 

4,272 

3,791 

3,354 


Net sales and revenues 

Current cost information (i): 

13,075 

12,409 

12,129 

11,882 

9,926 

Net earnings 

573 

469 

556 

447 


Net earnings per common share 
Decrease in current cost of 

5.03 

4.17 

4.99 

3.96 


inventories and property, 
plant and equipment held during 
the year net of general inflation 

4 

112 

281 

382 


Net assets at year-end ( 2 ) 

8,962 

8,063 

7,774 

7,479 


Translation adjustments 

Other information: 

(39) 





Unrealized purchasing power 






gain on net monetary position 

95 

193 

281 

289 


Cash dividends per common share 
Market price per common share 

2.86 

2.67 

2.57 

2.62 

2.66 

at year-end 

$ 50 3 /a 

$ 48% 

$ 51 

$ 42% 

$ 40% 

Average consumer price index 

289.1 

272.4 

246.8 

217.4 

195.4 


(1) The 1979 current cost information reflects data related to mineral resource assets on a constant dollar basis as permitted by Statement of 
Financial Accounting Standards No. 39. 

(2) “Net assets at year-end” is the sum of the historical financial statement amounts for common stockholders’ equity and all preferred stocks, ad¬ 
justed for the changes in valuation, on a current cost basis of inventories, net property, plant and equipment, and net monetary items. Other 
asset amounts have not been adjusted for the effects of inflation. 
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R.J. Reynolds Industries, Inc. 

Oil and Gas Data 

Certain supplemental data relating to oil and gas 
producing activities are presented on pages 62 
through 66. These disclosures were prepared in 
accordance with Statement of Financial 


Accounting Standards No. 69 and regulations 
of the Securities and Exchange Commission 
(SEC). During 1982, the SEC rescinded Reserve 
Recognition Accounting disclosure requirements. 



Results of Operations for Oil and Gas Producing Activities 

For the Years Ended December 31 


(Dollars in Millions) 

United 

States 

Foreign 

Total 

1982 

Revenues 

Production costs 

Exploration expenses 

Depreciation, depletion and amortization 

$ 650 
(194) 

(75) 

(222) 

$ 47 
(5) 

(10) 

(4) 

$ 697 
(199) 
(85) 
(226) 


159 

28 

187 

income tax expense 

(65) 

(14) 

(79) 

Results of operations for producing activities 
(excluding corporate overhead and interest costs) 

$ 94 

$ 14 

$ 108 

1981 

Revenues 

Production costs 

Exploration expenses 

Depreciation, depletion and amortization 

$ 664 
(249) 

(83) 

(158) 

$ 42 
(6) 

(5) 

(5) 

$ 706 
(255) 
(88) 
(163) 


174 

26 

200 

Income tax expense 

(74) 

(13) 

(87) 

Results of operations for producing activities 
(excluding corporate overhead and interest costs) 

$ 100 

$ 13 

$ 113 

1980 

Revenues 

Production costs 

Exploration expenses 

Depreciation, depletion and amortization 

$ 464 
(121) 

(58) 

(140) 

$ 36 

(7) 

(D 

(4) 

$ 500 
(128) 
(59) 
(144) 


145 

24 

169 

Income tax expense 

(59) 

(12) 

(71) 

Results of operations for producing activities 
(excluding corporate overhead and interest costs) 

$ 86 

$ 12 

$ 98 
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R.J. Reynolds Industries, Inc. 

Costs Incurred in Oil and Gas Producing Activities 

The following table shows costs incurred, including 
capital expenditures, for the years ended December 31: 


(Dollars in Millions) 

United 

States 

Foreign 

Total 

Costs Incurred in 1982: 




Property acquisition costs 

$ 53 

$13 

$ 66 

Exploration costs 

109 

15 

124 

Development costs 

210 

6 

216 

Costs Incurred in 1981: 




Property acquisition costs 

$147 

$- 

$ 147 

Exploration costs 

124 

4 

128 

Development costs 

159 

8 

167 

Costs Incurred in 1980: 




Property acquisition costs 

$ 45 

$- 

$ 45 

Exploration costs 

102 

1 

103 

Development costs 

149 

8 

157 


Capitalized Costs Relating to Oil and Gas Producing Activities 

The following table shows capitalized costs 
and related allowances at December 31: 


(Dollars in Millions) 

Total 

Capitalized Costs: 


1982 

$1,813 

1981 

1,521 

1980 

1,193 

Accumulated Depreciation, Depletion and Amortization: 


1982 

$ 699 

1981 

501 

1980 

370 
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R.J. Reynolds Industries, Inc. 

Oil and Gas Reserve Quantities 
by Geographic Areas (Unaudited) 

The following table shows the estimates of net 
quantities of proved reserves and proved 
developed reserves of oil and gas and the changes 
in the net quantities of such reserves for the 
periods indicated. 



Crude Oil, Condensate 

Natural Gas 


and Natural Gas Liquids 

(Millions of 


(Thousands of Barrels) 

Cubic Feet) 


United States 

United States 

Foreign 

Proved Developed and Undeveloped Reserves: 




December 31,1979 

129,521 

590,857 

63,840 

Revisions of prior estimates 

10,608 

(3,085) 

9,204 

Extensions and discoveries 

4,796 

50,630 

1 ■ 

Purchases of minerais-in-place (i) 

76 

13,367 

—— 

Production 

(14,099) 

(96,048) 

(5,319) 

December 31,1980 

130,902 

555,721 

67,725 

Revisions of prior estimates 

7,172 

10,949 

8,291 

Extensions and discoveries 

1,635 

37,488 

— 

Production 

(14,347) 

(100,204) 

(6,148) 

December 31,1981 

125,362 

503,954 

69,868 

Revisions of prior estimates 

1,649 

7,010 

25,238 

Extensions and discoveries 

8,357 

27,501 

6,369 

Production ( 2 ) 

(14,468) 

(96,086) 

(5,912) 

December 31,1982 (3) 

120,900 

442,379 

95,563 

Proved Developed Reserves: 




December 31,1979 

61,411 

393,235 

59,161 

December 31,1980 

62,670 

375,416 

67,725 

December 31,1981 

61,060 

318,318 

69,868 

December 31,1982 

62,702 

282,337 

85,117 


(1) in 1980, the remaining interest in the East Chapa gas field was acquired from Tana Oil & Gas Corporation. This purchase added 13,367 MMCF 
of natural gas and 76 MBBLS of condensate to proved reserves. 

(2) Production and ending reserves are subject to minor changes since production volumes contain estimates. 

(3) Estimates of domestic proved oil and gas reserves are determined on an annual basis by Aminoil’s petroleum engineers and are reviewed by 
Core Laboratories, Inc., independent consulting engineers. Foreign gas reserve estimates are determined by DeGolyer and MacNaughton, in¬ 
dependent consulting engineers, and calculated on a basis consistent with that used to calculate U.S. reserves. Both domestic and foreign es¬ 
timates are based on interpretive information subject to revisions as additional data becomes available. 

In addition to the foregoing estimates of proved oil and gas reserves, the right to sell estimated proved reserves of crude oil also exists as a result 
of a long-term service contract with a foreign government as of December 31, 1982, 1981 and 1980, respectively, of 5,482,000 barrels, 6,245,000 
barrels and 8,109,000 barrels. The net quantity of crude oil produced for the company’s account under this contract during 1982,1981 and 1980 
was 1,904,000 barrels, 1,919.000 barrels and 1,673,000 barrels, respectively, all of which was sold to an authority of the government. 

The quantities of reserves presented above include only those amounts which are expected to be recovered under economic conditions existing 
at year-end. Therefore, proved reserves are limited to quantities which can be recovered from known oil and gas reservoirs using year-end prices 
and costs under existing operating conditions and technology. Accordingly, any changes to these factors could significantly affect the reserve 
quantities shown above. 
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R.J. Reynolds Industries, Inc. 

Standardized Measure of Discounted Future Net Cash Flows (Unaudited) 

As of December 31 


4 


The following table presents future net cash flows 
of oil and gas activities based on year-end prices 
and costs specifically related to the proved oil and 
gas reserves, a standard discount rate of 10 per¬ 
cent, and an estimate of the production timing of 
those reserves. 

The data contained herein should not be con¬ 
strued to represent a forecast of future net cash 
flows. The following factors should be considered 
in connection with any analysis of the information 
disclosed herein: 

• Future estimated production schedules for 
proved reserves are utilized in the calculation of 


future net cash flows. This introduces additional 
subjectivity into the valuation process due to the 
limitations inherent in predicting the future. 

• Probable and possible reserves may have signifi¬ 
cant effects on future net cash flows. 

Future net cash flows were computed using year- 
end prices and costs, and year-end statutory tax 
rates (adjusted for permanent differences and tax 
credits and allowances), that relate to existing 
proved oil and gas reserves in which Aminoil has 
long-term supply, purchase, or similar agreements 
as the producer of the reserves. 


(Dollars in Millions) 

United States 

Foreign 

Total 

1982 




Future cash inflows 

$ 4,519 

$ 472 

$ 4,991 

Future production costs 

(1,849) 

(51) 

(1,900) 

Future development costs 

(574) 

(17) 

(591) 

Future income tax expenses 

(883) 

(197) 

(1,080) 

Future net cash flows 

1,213 

207 

1,420 

10% annual discount for estimated 




timing of cash flows 

(463) 

(85) 

(548) 

Standardized measure of discounted 




future net cash flows 

$ 750 

$ 122 

$ 872 

1981 




Future cash inflows 

$ 4,607 

$ 307 

$ 4,914 

Future production costs 

(2,012) 

(41) 

(2,053) 

Future development costs 

(536) 

(17) 

(553) 

Future income tax expenses 

(870) 

(120) 

(990) 

Future net cash flows 

1,189 

129 

1,318 

10% annual discount for estimated 




timing of cash flows 

(368) 

(48) 

(416) 

Standardized measure of discounted 




future net cash flows 

$ 821 

$ 81 

$ 902 

1980 




Future cash inflows 

$ 4,504 

$ 327 

$ 4,831 

Future production costs 

(1,758) 

(64) 

(1,822) 

Future development costs 

(506) 

• (14) 

(520) 

Future income tax expenses 

(960) 

(119) 

(1,079) 

Future net cash flows 

1,280 

130 

1,410 

10% annual discount for estimated 




timing of cash flows 

(447) 

(48) 

(495) 

Standardized measure of discounted 




future net cash flows 

$ 833 

$ 82 

$ 915 



































R.J. Reynolds Industries, Inc. 

Significant Changes in Items Affecting the Standardized 
Measure of Discounted Future Net Cash Flows (Unaudited) 

The following are the principal sources of change 
in the standardized measure of discounted future 
net cash flows presented in the previous table. 


(Dollars in Millions ) _Total 


December 31,1979 $734 

Sales and transfers of oil and gas produced, net of production costs (372) 

Development costs incurred during the period 157 

Net changes in prices 544 

Extensions and discoveries less related costs 156 

Revisions of previous quantity estimates 87 

Accretion of discount 74 

Net change in income taxes (182) 

Other* (303) 


December 31,1980 915 

Sales and transfers of oil and gas produced, net of production costs (451) 

Development costs incurred during the period 167 

Net changes in prices 173 

Extensions and discoveries less related costs 88 

Revisions of previous quantity estimates 80 

Accretion of discount 91 

Net change in income taxes 20 

Other* (181) 


December 31,1981 902 

Sales and transfers of oil and gas produced, net of production costs (498) 

Development costs incurred during the period 216 

Net changes in prices and production costs 158 

Net changes in development costs (139) 

Extensions and discoveries less related costs 121 

Revisions of previous quantity estimates 104 

Accretion of discount 90 

Net change in income taxes 21 

Other (103) 


December 31,1982 _ _ $ 872 


‘Includes net changes in development and production costs. 

Mineral Resource Assets (Unaudited) and 1980 was 0.9 million, 1.0 million and 0.7 million 

Proved reserves of geothermal steam as deter- BOE, respectively. In 1982,1981 and 1980, 

mined by engineering valuations were 74.9 the average price per BOE was $21.18, $18.51 and 

million, 75.2 million and 76.8 million Barrels of Oil $12.94, respectively. Output from these existing 

Equivalent (BOE) on December 31,1982,1981 and wells is committed under contract to the Pacific 

1980, respectively. Production during 1982,1981 Gas and Electric Company of California. 
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R.J. Reynolds Industries, Inc. 

Quarterly Results of Operations (Unaudited) 

The following is a summary of the quarterly 
results of operations for the years ended 
December 31: 


(Dollars in Millions Except Per Share Amounts) 

First 

Second( 2 ) 

Third 

Fourth(4) 

1982 (i) (3) 

Net sales and revenues 

$2,868 

$3,120 

$3,326 

$3,761 

Earnings from operations 

364 

416 

433 

381 

Net earnings 

185 

302 

207 

176 

Net earnings per common share 

1.69 

2.80 

1.90 

1.43 

1981 

Net sales and revenues 

$2,770 

$2,970 

$2,878 

$3,074 

Earnings from operations 

367 

377 

385 

375 

Net earnings 

188 

199 

203 

178 

Net earnings per common share 

1.72 

1.82 

1.87 

1.62 


(1) During the third quarter of 1982, the Company adopted Statement of Financial Accounting Standards No. 52, “Foreign Currency Translation,” 
for the year beginning January 1, 1982. The first two quarters of 1982 have been restated and the effects were not material. As allowed by 
Statement No. 52, the Company did not restate 1981 or prior periods. 

(2) Included in net earnings per share in the second quarter of 1982 is a nonrecurring gain of 87 cents. (See Note 2 to the Financial Statements.) 

(3) The 1982 results of operations include the operations of Heublein, Inc. since August 20,1982. (See Note 17 to the Financial Statements.) 

(4) Included in earnings from operations in the fourth quarter of 1982 were expense provisions of $46 million for plant closings and the establish¬ 
ment of an early retirement incentive program in the foods and beverages operations. These provisions affected net earnings per share by 23 
cents. 
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BUSINESS INFORMATION 

CENTRE 


SHAREHOLDER INFORMATION 


Corporate Headquarters 

RJR World Headquarters 
Reynolds Boulevard 
Winston-Salem, North Carolina 27102 
Telephone: (919) 773-2000 

Shareholder Inquiries 

Communications concerning transfer require¬ 
ments and lost certificates should be directed to 
either Transfer Agent. Communications con¬ 
cerning dividends and change of address should 
be directed to R.J. Reynolds Industries, Inc., 
Shareholder Services Department, P.O. Box 2959, 
Winston-Salem, North Carolina 27102. 

Transfer Agents and Registrars 

Manufacturers Hanover Trust Company 
Corporate Trust Division 
450 West 33rd Street 
New York, New York 10001 

The First Jersey National Bank 
2 Montgomery Street 
Jersey City, New Jersey 07303 

independent Auditors 

Ernst & Whinney 
Citicorp Center 
135 East 53rd Street 
New York, New York 10022 

Suite 2000 
Wachovia Building 

Winston-Salem, North Carolina 27111 

Common and Preferred Shares 

Listed on the New York Stock Exchange 
(Trading symbol: RJR) 

Dividend Reinvestment Plan 

All registered holders of R.J. Reynolds Industries 
common stock are eligible to participate in a 
convenient and economical method for automati¬ 
cally reinvesting their dividends toward the 
purchase of additional shares of the company’s 
common stock. 


The Plan offers: 

• Prompt reinvestment of dividends. 

• Optional cash deposits for direct purchase of 
additional shares. 

• All service fees and broker commissions 
company-paid. 

A booklet describing the Plan, together with an en¬ 
rollment card, can be obtained by writing the 
Shareholder Services Department, P.O. Box 2959, 
Winston-Salem, North Carolina 27102, or calling 
(919) 773-2356. 

Notice of Annual Meeting 

The Annual Meeting of the company’s share¬ 
holders will be held at the Hotel du Pont, 11th and 
Market Streets, Wilmington, Delaware, at 2 p.m. on 
Wednesday, April 27,1983. A formal notice of the 
Annual Meeting, together with Proxy Statement 
and Proxy, will be mailed in March to shareholders 
of record at the close of business February 28, 
1983. 

Availability of Form 10-K 

On or after March 31,1983, a copy of the com¬ 
pany’s Annual Report to the Securities and 
Exchange Commission on Form 10-K for the year 
ended December 31,1982, will be provided to 
shareholders upon written request to: Manager, 
Shareholder Services Department, R.J. Reynolds 
Industries, Inc., P.O. Box 2959, Winston-Salem, 
North Carolina 27102. 

Supplemental Information 

R.J. Reynolds Industries periodically publishes 
material supplementing the information found in 
annual and quarterly reports. Shareholders and 
other interested investors may write to request de¬ 
tailed publications on the company’s lines of 
business, reprints of financial community presen¬ 
tations, corporate responsibility booklets, and 
speeches delivered by senior management. 
Requests should be directed to Financial Public 
Relations, R.J. Reynolds Industries, Inc., RJR 
World Headquarters, Winston-Salem, North 
Carolina 27102. 
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